WORLD AND CANADIAN OUTLOOKFOR - = 
GRAINS AND OILSEEDS IN 2005-2006. 0" 


World wheat and oilseed prices are expected to decrease in 2005-2006 due to increased supplies, relative to demand, in the 


world and the United States (US). However, world coarse grain prices are expected to increase, largely due to lower 


production in the US. For most of the major crops, domestic support programs in the US and the European Union (EU) are 


expected to continue to encourage production, which will pressure prices. 


In western Canada, the area seeded to all wheat is expected to increase slightly as higher area seeded to spring wheat more- 


; Government 
ry Publications 
ae ped Agriculture and Agriculture et 
j . Agri-Food Canada  Agroalimentaire Canada my 
ra 
Bi-weekly Bulletin 
KeRA a “4 
January 14, 2005 Volume 18 Number 1 fiw iP aN 
\\ 
MAR 29.2005 || 


than offsets lower winter wheat area. The area seeded to coarse grains is expected to decrease slightly as lower barley and rye 


area more-than offsets higher oats area. The area seeded to oilseeds is expected to decrease marginally as lower canola area 


more-than offsets higher area seeded to flaxseed. Summerfallow area is expected to continue to decrease. In eastern Canada, 


marginal increases in the area seeded to corn and soybeans are expected to more-than offset lower area seeded to wheat. 


Total Canadian production of grains and oilseeds is expected to decrease from about 64 million tonnes (Mt) to 61 Mt, largely 


due to lower expected yields in western Canada. Total exports of grains and oilseeds are projected to increase. Prices for 
wheat, durum and soybeans are expected to decrease, partly due to appreciation of the Canadian dollar relative to the US 
dollar, while coarse grain prices are generally expected to increase slightly. 


The market outlook is tentative due to the high degree of uncertainty regarding global supply and demand conditions. 
Normal weather patterns have been assumed. Unusual weather conditions in any of the major importing or exporting 


countries could significantly alter the outlook. Exchange rates and ocean freight rates will be factors to watch in 2005-2006. 


WHEAT 


World wheat (including durum) area 
harvested for 2005-2006 is forecast by 
Agriculture and Agri-Food Canada 
(AAFC) to be relatively unchanged at 217 
million hectares (Mha), close to the 
5-year average, with a higher area in 
Canada, Australia, Ukraine and Iran 
offset by reduced area in the EU-25, 
Pakistan and India. Assuming normal 
growing conditions and average yields, 
production is forecast to decline by 8 Mt 
from the record 621 Mt produced in 
2004-2005, to 613 Mt, largely due to 
lower yields in the EU-25 and Canada, 
from the above-normal crops of 2004- 
2005. Supplies will increase slightly, with 
higher carry-in stocks more than 
offsetting the lower production. 


World wheat consumption is projected to 
decrease slightly from 2004-2005, mainly 
due to reduced*feed use. Human food 
use of wheat is expected to be slightly 
above the 5-year average at 495 Mt, 


while the use of wheat for animal feed is 
expected to decline by 2%, to about 

107 Mt, due to reduced production of 
lower-quality wheat. World trade is 
expected to decrease marginally, to 

105 Mt, versus the 5-year average of 
109 Mt. Increased imports by China are 
expected to be offset by reduced imports 
in a number of other importing countries. 
World carry-out stocks are projected to 
increase by 7%, to 156 Mt, but remain 
well below the 5-year average of 183 Mt. 
Major exporter stocks, however, are 
forecast to rise by 8%, to 52 Mt, the 
highest since 2001-2002. 


US winter wheat seeded area has 
decreased by 4% for 2005-2006, to 

16.8 Mha, with most of the decline in soft 
red winter (SRW) wheat, due to wet 
seeding conditions that prevented all 
area from being planted. SRW wheat 
area is down by 19%, while hard red 
winter (HRW) is down by 1%, with soft 
white winter wheat 4% higher than last 
year. The seeded area of spring wheat 


is forecast by AAFC to rise marginally, 
while durum area is expected to decline 
by 3%. Program payments under the 
Farm Security and Rural Investment 

Act (FSRIA) are expected to support 
higher area. Assuming normal 
abandonment, harvested area of all 
wheat is forecast to decrease by 2%, to 
19.9 Mha. Production is forecast by 
AAFC to decrease marginally, to 58 Mt 
{about 2.13 billion bushels (Gbu)}, 
assuming a trend yield of 43 bushels per 
acre (bu/ac). The SRW and HRW wheat 
crops are currently in above average 
condition, and above-trend yields are a 
possibility. Total wheat supplies are 
expected to increase marginally due to 
higher carry-in stocks. 


EU-25 wheat production is forecast to fall 
by 5% from the record 2004-2005 crop, 
to 129 Mt, but remain well above the 
5-year average of 121 Mt. Carry-in 
stocks are forecast to more than double, 
to 19.3 Mt. Exports are forecast to 
increase slightly, due to reduced export 


Canada 


competition, particularly from US SRW 
wheat, and the reintroduction of export 
subsidies. EU wheat carry-out stocks 
are expected to increase by 9%, to 

21 Mt, the highest since the early 1990s. 


DURUM 


World 

Durum production is forecast to decline 
by 8%, to 37 Mt, with decreased 
production in all major exporting 
countries, particularly Canada and the 
EU-25. Changes to durum payments 
under the new EU Common Agriculture 
Policy are expected to discourage durum 
production. Production in North Africa, 
the major durum importing region, is 
expected to decline by about 1 Mt, 
although that crop is currently in very 
good condition. The decreased 
production will be partly offset by higher 
major-exporter carry-in stocks, and world 
supplies (including major-exporter stocks 
only) are expected to be down by 4% at 
41 Mt. Trade is forecast to increase by 
10%, to 6.8 Mt, assuming a return to 
lower normal yields and increased import 
demand from North Africa, the major 
durum importing region. Carry-out 
stocks in the major exporting countries 
are forecast to fall by 14%, to 3.8 Mt. 


PRICES: WHEAT AND DURUM 


Although world wheat stocks are 
expected to rise only slightly, stocks in 
the five major wheat exporting countries, 
Canada, the US, the EU, Australia and 
Argentina, are forecast to increase by 8% 
by the end of 2005-2006. EU carry-out 
stocks are expected to rise by 9% to 

21 Mt. US stocks are forecast to 
increase by 7% to about 17 Mt, and the 
US stock-to-use ratio will rise to 29%, 
from 27% in 2004-2005. As a result, 
world wheat prices are expected to 
decline in 2005-2006. 


US Hard Winter Ordinary (HWO) wheat 
prices, free on board (FOB) US Gulf, are 
forecast to decline to about US$140-150 
per tonne (/t) for 2005-2006 (for the 
Canadian August-July crop year), 
compared to an estimated US$150-160/t 
for 2004-2005, and US$161/t in 2003- 
2004. The price for US Dark Northern 
Spring wheat with 14% protein (DNS 14), 
FOB Pacific Northwest, is forecast at 
US$160-170/t, down by about US$10/t 
from 2004-2005. Premiums for spring 
wheat on the Minneapolis Grain 
Exchange versus HRW wheat on the 
Kansas City Board of Trade are forecast 
to be similar to 2004-2005, with a 
decrease in US and Canadian spring 
wheat production offset by improved 
quality in the Canadian CWRS crop. 
Protein premiums are expected to 
decline, assuming a return to normal 
protein levels in the US and Canadian 
spring wheat crops from the below- 
normal levels of 2004-2005. High protein 
Canada Western Red Spring (CWRS) 
wheat is generally priced competitively 
with US DNS 14 wheat, while lower 
protein CWRS and Canada Prairie 
Spring (CPS) wheat are usually priced 
competitively with US HWO. 


World durum prices are expected to 
decline only slightly in 2005-2006, with 
the premium to common wheat rising due 
to lower stocks in the major exporting 
countries. Supplies in the major 
exporting countries are expected to fall 
by 6%, to 20 Mt, versus the 5-year 
average of 19 Mt. World import demand 
is expected to increase, assuming 
decreased production in North Africa and 
the EU. The US No.3 Hard Amber 
Durum (HAD) price, FOB Gulf, is forecast 
at US$180-190/t (August-July), versus 
US$185-195/t in 2004-2005. 


Export subsidies may become a factor in 
the world wheat market in 2005-2006. 
The US is expected to only use credit 
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No.1 Canada Western Red Spring (11.5% protein) 


No.1 Canada Western Amber Durum (11.5% protein) 


Durum Premium 
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crop year 
Source: CWB final pool returns 
I/S VC/TB to 1994-1995; I/S VC/SL 1995-1996 to date. 
p: CWB PRO, December 2004; f: forecast, AAFC, January 2005 


and food aid programs to stimulate 
exports, with loan deficiency payments 
(LDP) used to support farm prices. 
However, due to rising stocks, the EU is 
expected to reintroduce export subsidies. 
The value of the euro against the US 
dollar and crop conditions in the spring of 
2005 will be major factors in determining 
the need for export subsidies. 


Continuing high ocean freight rates will 
tend to dampen demand in importing 
countries, and give an advantage to 
exporters located closer to the major 
import markets. 


CANADA 


Non-durum wheat seeded area is 
expected to increase by 4% in 2005, due 
to relatively better expected wheat prices 
and low stocks compared to canola. 
Production is forecast to decrease by 
5%, however, to 19.9 Mt, assuming a 
return to a lower trend yield of 36 bu/ac. 
The smaller production will be partly 
offset by higher carry-in stocks, and 
supplies are forecast to be down only 
2%,. Domestic use is projected to 
decrease by over 10%, due to less feed 
use, assuming a return to a normal 
quality in the 2005 crop. Exports are 
forecast to increase by 6%, to 13.3 Mt, 
due to increased supplies of good quality 
CWRS wheat. Carry-out stocks are 
projected to decline by 6% to 4.5 Mt. 


Durum seeded area is projected to be 
relatively unchanged, as large stocks and 
poor delivery opportunities offset the 
somewhat more attractive expected price 
compared to CWRS wheat. Assuming 
lower yields, production is forecast to fall 
by 10%, to 4.5 Mt. This will be more than 
offset by higher carry-in stocks, and 
supplies are forecast to rise marginally, 
to 6.8 Mt, the highest since 2000-2001. 
Exports are projected to rise by 3%, to 
3.4 Mt, due to slightly stronger world 
import demand. Carry-out stocks are 
forecast to rise by a further 9%, to 2.5 Mt. 


Canadian Wheat Board pool returns are 
forecast to decline due to the lower world 
prices and an expected appreciation of 
the Canadian dollar. Returns for No.1 
CWRS wheat with 11.5% protein are 
forecast to decline by 9% from 2004- 
2005, to $170/t in-store Vancouver or St. 
Lawrence. Due to lower expected 
protein premiums, pool returns for No.1 
CWRS 13.5% are expected to fall by 
11%, to $180/t. Durum pool returns are 
projected to decline only slightly, with 
No.1 CWAD 11.5% at $195/t, $2/t lower 
than in 2004-2005, and with the premium 
over No.1 CWRS 11.5% rising to $27/t, 
from $10/t in 2004-2005. 


Ontario winter wheat seeded area has 
declined by 5%, to 0.3 Mha, due to lower 
wheat prices and a late soybean harvest. 
Production is forecast by AAFC to 
decline by 5%, to 1.4 Mt, with exports 
down marginally at 0.5 Mt in 2005-2006. 


For more information please contact: 


Glenn Lennox 
Wheat Analyst 
Phone: (204) 983-8465 
E-mail: lennoxg@agr.gc.ca 


COARSE GRAINS 


World coarse grains production in 2005- 
2006 is forecast to decrease by 2% from 
2004-2005 due to lower corn production 
in the US, decreased barley production in 
the EU-25 and less coarse grains 
production in Ukraine, although 
production is expected to increase in 
China and Australia. Supply is projected 
to increase marginally as lower 
production is more than offset by higher 
carry-in stocks. World consumption is 
forecast to continue the upward trend, 
driven by strong demand for animal feed 
and industrial use. World trade is 


expected to increase marginally due to 
higher import demand from the 
developing economies and the EU, and 
more adequate export supplies in 
Australia and Canada. 


Corn 

For US corn, area seeded is expected to 
increase from 81 million acres (Mac) in 
2004-2005 to 82 Mac because of higher 
expected returns from corn, compared to 
other crops. Average yields are 
projected to return to trend level of 145 
bu/ac, from the new record of 160 bu/ac 
set in 2004-2005. Production is, 
therefore, forecast to decrease by 8% to 
10.8 Gbu. Total supplies are expected to 
increase slightly due to higher carry-in 
stocks. Domestic use is forecast to 
decline marginally, as decreased 
demand for animal feed more than 
offsets increased use in ethanol 
production. Exports are forecast to 
decrease slightly, to 1.90 Gbu, from 

1.95 Gbu estimated for 2004-2005, due 
mainly to stronger competition from other 
major exporters, including China, in 
Asian markets. Carry-out stocks are 
expected to decline slightly to 1.93 Gbu. 
Program payments under the FSRIA are 
expected to continue to support corn 
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production, although farm prices are 
forecast at US$2.00/bu, above the loan 
rate of US$1.95/bu. 


In China, corn production is forecast to 
continue to increase from 2004-2005. 
High productivity and strong domestic 
prices have been boosting returns from 
corn and drawing more area seeded to 
corn, at the expense of wheat and other 
crops. Total supplies are expected to 
continue the downward trend, but at a 
slower pace. Domestic use is forecast to 
increase further as a result of increasing 
demand for hog and poultry feed and the 
ethanol production in Northeast and 
Northern China. More adequate 
domestic supplies and higher expected 
export prices are expected to encourage 
China’s corn export programs, which are 
solely implemented by COFCO and Jilin 
Grain Group. Corn exports are therefore 
projected to increase from 4.1 Mt in 
2004-2005 to 4.5 Mt, but still significantly 
lower than the record of 15.3 Mt set in 
2002-03. The major markets for China 
are concentrated in the neighbouring 
Asian countries, especially South Korea. 
Meanwhile, China is likely to increase its 
corn imports from 0.2 Mt in 2004-2005. It 
makes more sense to source corn from 


WORLD: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION 


Area Yield 

(Mha) (t/ha) 
WHEAT 
2001-2002 ONS Za) 
2002-2003 214 2.65 
2003-2004 ZA 2.62 
2004-2005e PWs 2.86 
2005-2006f PATE 2:03 


COARSE GRAINS 


2001-2002 301 2.96 
2002-2003 292 2.98 
2003-2004 303 2.99 
2004-2005e 302 3.30 
2005-2006f 315 3.10 
OILSEEDS ” 

2001-2002 193 1.68 
2002-2003 193 ae G 
2003-2004 191 1.76 
2004-2005e 213 1.83 
2005-2006 219 1.80 


Note: numbers may not add due to rounding 
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Total 
Supply Trade Use 


581 787 111 585 
567 769 ‘Ge 601 
953 720 106 589 
621 fo2 LOT, 607 
613 758 105 602 
891 1099 102 905 
872 1067 105 901 
906 1072 102 942 
996 1128 101 969 
NAS 1435 102 985 
329 363 63 326 
330 369 71 324 
337 382 67 339 
390 403 74 337 
394 460 77 389 


” Wheat: Hard Winter Ordinary, US Gulf; June-May crop year. 
Coarse Grains: US Gulf No.3 Yellow Corn; September-August crop year. 
Oilseeds: Chicago Cash No.1 Yellow Soybeans; September-August crop year. 


2/ . * 
The 8 major oilseeds are soybeans, cottonseed, peanuts (whole), sunflowerseed, canola/rapeseed, copra, palm kernels and flaxseed. 


e: estimate; USDA (FAS)-January 2005 and AAFC; f: forecast, AAFC, January 2005. 


Source: USDA, Oil World 
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overseas to serve the fast growing 
Southern and Eastern China markets, 
given the tightening rail car supplies and 
skyrocketing freight rates. Carry-out 
stocks are forecast to continue to 
decline, but at a slower pace. 


Barley 

World barley production is expected to 
decrease from 151 Mt in 2004-2005 to 
145 Mt, as lower production in Europe 
and North America more than offsets 
higher production in Australia. After two 
consecutive years of good harvesting, 
barley production in North Africa is 
expected to decrease. World barley 
supplies are projected to remain virtually 
unchanged from 2004-2005 at 172 Mt, as 
larger carry-in stocks offset lower 
production. However, world trade is 
forecast to decrease slightly due mainly 
to reduced exportable supplies in 
Europe. Strong import demand for feed 
barley in the Middle East and North 
Africa and higher import demand for 
malting barley in China and, to a lesser 
degree, in the US are expected to drive 
world barley prices up. Government 
water conservative programs in Saudi 
Arabia are expected to reduce irrigation 
of locally grown forage crops. This could 
have the potential of raising Saudi’s 
barley imports further. World carry-out 
stocks are expected to drop by 1 Mt from 
2004-2005. 


In Europe, barley production in the EU- 
25 is expected to decrease by 9% to 

56 Mt due to a return of yields from 2004- 
2005's record high to a more normal 
level and decreased area seeded to 
barley. Barley production in the FSU and 
eastern Europe is forecast to drop 
Slightly, from 37.2 Mt in 2004-2005 to 
35.5 Mt. Lower production in Europe is 
expected to more than offset higher 
Carry-in stocks of 13.2 Mt for 2005-2006 
versus 8.3 Mt for 2004-2005. As a result, 
barley supplies in Europe are forecast to 
decrease. Demand in Europe is 
expected to remain at levels close to 
2004-2005. In world feed barley market, 
the EU-25 and, to a lesser degree, the 
Black Sea countries are expected to face 
intensive competition in the Middle East 
and North African markets and exports 
from the EU are forecast to decrease. In 
the malting barley market, the EU’s 
export share is expected to drop 
significantly, as the size and quality of 
the malting barley crop in Australia and 
Canada return to more normal levels. 

EU export subsidies for barley are 
expected to play a more important role 
for EU to compete with other exporters, 
especially Ukraine and Russia. 


In Australia, barley production is 
expected to increase to 8 Mt from 6.2 Mt 
estimated by the Australian Bureau of 


Agricultural and Resource Economics for 
the drought-affected 2004-2005. With 
steady growth in domestic demand for 
animal feed and industrial use, barley 
exports from Australia are projected to 
recover partially from 2004-2005, to 

4.5 Mt, in comparison to 3.2 Mt estimated 
for 2004-2005 and the five year average 
of 3.9 Mt. Increased exportable supplies 
in Australia are expected to depress 
world barley prices in 2005-2006. 


PRICES 


The average farm price for US corn is 
forecast to increase to about 
US$2.00/bu, compared to the current 
United States Department of Agriculture 
forecast of US$1.95/bu for 2004-2005. 
The nearby Chicago futures price is 
expected to increase to US$2.20/bu from 
US$2.15/bu expected for 2004-2005. 
This will cause US Gulf and Pacific 
Northwest (PNW) corn prices to increase 
and will support international coarse 
grain prices in general. The average 
LDP to-date on corn for 2004-2005 has 
increased to US$0.29/bu on nearly 50% 
of the crop from US$0.05/bu on 8.6% of 
the crop for 2004-2005. For 2005-2006, 
LDPs are expected to be lower than in 
2004-2005, but remain high, historically. 
The average US PNW feed barley price 
is forecast to increase to US$120/t from 
US$115/t forecast for 2004-2005. EU 
barley prices are expected to rise to 
US$135/t from US$130/t estimated for 
2004-2005, as decreased production in 
both the EU-25 and the Black Sea 
countries puts less pressure on prices in 
Europe. Prices in Australia are forecast 
to decrease from 2004-2005 as a result 
of higher production. 


CANADA 


Area harvested for coarse grains is 
expected to increase by 5% from 2004- 
2005 as abandonment rates decrease to 
more normal levels despite lower seeded 


4 
area. Production is forecast to 
decrease by about 2% to 25.9 Mt due to 
lower yields, while total supplies are 
expected to increase by 2% as a result of 
significantly higher carry-in stocks. 
Domestic consumption is projected to 
rise by 2% due mainly to higher feed use 
for coarse grains, in replacement of 
wheat. Exports are forecast to increase 
significantly as a result of stronger import 
demand and improvement in crop quality. 
Carry-out stocks are expected to decline 
sharply, from 5.2 Mt in 2004-2005 to 
4.4 Mt. 


For barley, Canadian production is 
forecast to decrease by 8% from 2004- 
2005. Farmers are expected to reduce 
area seeded to barley by 4% due to large 
carry-in stocks and low expected prices, 
relative to other grains and oil seeds. 
Average yields are expected to decrease 
from 3.3 t/ha to about 3.0 t/ha. Supplies 
are projected to increase from 2004-2005 
to 15.4 Mt, as large carry-in stocks more 
than offset lower production. Domestic 
use of feed barley, mainly in western 
Canada, is expected to rise from 2004- 
2005 due to increased supplies of barley 
and less availability of feed wheat. 
Imports of US corn, mainly destined for 
eastern Canada, are forecast to increase 
slightly from 2004-2005, but still 
significantly lower than the average for 
the last five years. Exports of feed barley 
are projected to remain low, due to 
stronger domestic demand, lower 
overseas prices and more competition in 
major importing markets. The quality of 
the 2004-2005 barley crops is much 
below normal and the selection rate for 
malting barley is estimated to have 
dropped sharply, due to sprout and frost 
damage and high screenings. Exports of 
malting barley for 2005-2006 are 
expected to increase to 1.1 Mt from an 
estimated 0.6 Mt in 2004-2005. Import 
demand is expected to improve in the US 
for six-row designated barley and remain 
strong in China for two-row varieties. 


CANADA: BARLEY AND CORN PRICES 


CWB Designated Barley Special Select 2 Row 


No.1 CW Barley, WCE, Alberta 


4994- 1995- 1996- 1997- 1998- 


1995 1996 1997 1998 1999 


p: CWB PRO, December 2004 for Designated barley, 


f: forecast, AAFC, January 2005 for WCE barley and Ontario corn 
Source: Canadian Wheat Board, Ontario Ministry of Agriculture and Food 


Ontario Corn, No.2 CE Chatham 
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crop year 


Carry-out stocks are expected to fall to 
2.4 Mt, from 3.2 Mt in 2004-2005. 


Off-Board feed barley prices are forecast 
to average $120/t (I/S Lethbridge), $10/t 
higher than for 2004-2005, as a result of 
stronger domestic demand for feed and 
larger barley exports. Higher US farm 
prices for corn are also expected to 
support feed barley prices in western 
Canada. For Pool A, the 2005-2006 
CWB final pool return for No.1 CW feed 
barley is forecast by AAFC at $125/t, 
compared to the Dec. 2004 PRO of 
$117/t I/S VC/SL for 2004-2005. The 
pool return for Special Select Two-Row 
designated barley is forecast to increase 
to $185/t from $178/t for 2004-2005. The 
pool return for Special Select Six-Row 
designated barley is projected to 
increase to $172/t from $162/t for 2004- 
2005. The discount for six-row malting 
barley over two-row is expected to be 
lower than in 2004-2005 as two-row 
prices are pressured more by overseas 
competition than six-row prices by 
competition in North America. 


For oats, Canadian production is 
forecast to increase by 7% from 2004- 
2005, to 4.0 Mt. Exports are forecast to 
increase as a result of higher exportable 
supplies, more normal crop quality in 
Canada and stronger import demand 
from the US. Carry-out stocks are 
projected to increase from 2004-2005 
and remain high historically. The 
average oat price in western Canada is 
expected to remain unchanged from 
2004-2005 at $130/t. US production is 
expected to decline slightly from 2004- 
2005, consistent with the long-term trend. 
However, total US supplies are projected 
to decrease by 8% from 2004-2005 as a 
result of lower carry-in stocks and a 
smaller crop. Production in the EU is 
forecast to increase slightly from 2004- 
2005. Export subsidies could be higher 
than in 2004-2005, due to a larger oat 
crop in both Canada and Scandinavia, a 
strong Euro and high ocean freight rates. 
Chicago futures prices are expected to 
increase marginally from 2004-2005 to 
US$1.60/bu in 2005-2006, suggesting an 
average on-farm price of about $120/t in 
Manitoba and $105/t in Saskatchewan. 
Oats are expected to be priced 
competitively with US corn and the 
spread between CBoT corn and oats, on 
a per tonne basis, is forecast at US$20/t, 
in favour of oats. 


For corn, Canadian production is 
forecast to be marginally higher than 
2004-2005. Area seeded to corn is 
projected virtually unchanged from 2004- 
2005. However, harvested area is 
expected to increase by 8%, based on 
trend retention rates. Yields are 
expected to decrease by 7%, from 131 


bu/ac in 2004-2005 to 122bu/ac. Total 
supplies are forecast to decrease slightly, 
due to lower carry-in stocks. Corn 
imports from the US are forecast to 
increase from 2.1 Mt estimated for 2004- 
2005 to 2.2 Mt, with 1.75 Mt for eastern 
Canada and 0.45 Mt for western Canada. 
Domestic use is expected to increase 
marginally from 2004-2005. The 
Chatham elevator corn price is forecast 
to average $115/t, $10 higher than 
estimated for 2004-2005, due to higher 
US prices, despite a stronger Canadian 
dollar. The Chatham-Chicago basis is 
forecast to strengthen from 2004-2005 
when the spread has been pressured by 
record US production. 


For rye, production is forecast to 
increase by 3% from 2004-2005 to 

0.43 Mt. Although area seeded to rye is 
expected to decrease sharply, area 
harvested for grain is projected to 
increase significantly. Yields are 
expected to drop from 40bu/ac to trend 
level of 34bu/ac. Feed use is forecast to 
increase, due to increased supplies, 
while industrial use and exports are 
forecast to remain unchanged from 2004- 
2005. The on-farm price for rye is 
forecast at $75-95/t across the Prairies, 
similar to 2004-2005, based on the 
general trend for coarse grain prices in 
Canada. Rye is usually priced 
competitively with barley based on its 
feed value; however, some premiums are 
expected to be offered for rye in 
Manitoba, and perhaps Alberta, to attract 
quality supplies for the food market. 


For more information please contact: 


Joe Wang 
Coarse Grains Analyst 
Phone: (204) 983-8461 
E-mail: wangjz@agr.gc.ca 


OILSEEDS 


World production of the eight major 
oilseeds is forecast to increase slightly 
from 2004-2005 to a record 394 Mt in 
2005-2006. This is due largely to higher 
soybean plantings in South America, and 
a continuation of high supplies in the US. 
Oilseed use is forecast at a record 

389 Mt, on support from increased vegoil 
and protein meal consumption in China 
and India. Trade is expected to rise to 
77 Mt, with forecast carry-out stocks at 
71 Mt, up from 66 Mt in 2004-2005. 


World demand for oilseeds and oilseed 
products is expected to continue growing 
and in the process setting new records 
on support from increased world demand 
for protein and fats. Vegetable 

oils (vegoils) are the major source of 
dietary fats for humans with worldwide 
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per capita consumption expected to be 
about 20 kilograms per year. 


World soybean production is forecast to 
increase marginally to 232 Mt from the 
231 Mt expected for 2004-2005. 

World soybean crush is forecast at a 
record 185 Mt, as China and Brazil 
continue to expand processing capacity. 
China’s soybean crush, forecast at 30 Mt 
for 2005-2006, has increased sharply 
during the past five years but future 
expansion is expected to slow down due 
to pressured crush margins. World 
soybean carry-out stocks are forecast to 
decrease slightly to 58 Mt. 


In the US, soybean production is 
expected to fall to about 3 Gbu, as yields 
return to normal, although the impact of 
the recently discovered Asian Rust 
Fungus remains unknown. Seeded area 
is expected to be marginally lower, due 
to low market prices compared to corn 
and wheat, uncertainty over disease and 
burdensome carry-in stocks. As a result, 
US soybean supplies are expected to 
increase, which will pressure world 
prices. US soybean exports are expected 
to increase marginally due to high 
supplies and the weak US dollar. 


In South America, Brazil, Argentina and 
Paraguay are expected to continue to 
increase the area seeded to soybeans, 
which will be harvested from March to 
May, slightly ahead of the North 
American seeding period. The combined 
soybean production of Brazil and 
Argentina is expected to be about 35% 
above that of the US. 


Chinese import demand is expected to 
rise marginally to about 23 Mt. 
Concurrently, continued high ocean 
freight rates are expected to pressure 
South American exports of soybeans due 
to its greater distance from the European 
and Asian markets. 


World canola/rapeseed production is 
forecast to decrease by 5%, to 41 Mt due 
to an expected decrease in area in 
Canada and Australia as a result of lower 
returns per hectare compared to wheat 
or special crops. World trade is expected 
to remain unchanged at about 6 Mt 
largely due to slightly higher Canadian 
exports. Total world canola/rapeseed 
crush is forecast to rise to 40 Mt in 2005- 
2006 despite weaker than normal crush 
margins. Carry-out stocks are expected 
to fall marginally to 2.5 Mt. 


World flaxseed production is forecast to 
increase, largely due to higher production 
in Canada, which is the largest producer 
and exporter of flaxseed. Area seeded 
is forecast to increase significantly in 
Canada, in response to sharply higher 


CANADA: forecast to fall to $340/t from $525/t 
isis NSIS expected for 2004-2005. 


No.1 CW Flaxseed, WCE cash, in-store Thunder Bay For soybeans, seeded area is forecast 
“ / to increase to a record large 1.2 Mha due 


No.1 Canola, WCE cash, in-store Vancouver to better expected financial returns 


compared to wheat and lower input costs 
than for corn. Average yields are 
expected to return to normal and 
production is forecast to decrease to 

3.0 Mt, from the record 3.05 Mt in 2004- 
2005. Supplies are expected to 
increase. Exports are expected to 
increase to 0.9 Mt. Domestic processing 
is forecast to remain stable at a near 
record high pace because of ample 
supplies and reasonable crush margins. 
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No.2 CE Soybeans, in-store Chatham elevator 
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crop year 


e: estimate, AAFC, January 2005 
f: forecast, AAFC, January 2005 


Source: Winnipeg Commodity Exchange and Ontario Soybean Growers 


prices in 2004-2005, and average yields 
are expected to increase, assuming 
normal growing conditions in 2005-2006. 


PROTEIN MEAL AND EDIBLE OIL 


Soymeal production, which represents 
70% of world protein meal production, is 
forecast to increase to 144 Mt from 

142 Mt in 2004-2005, due to higher crush 
in the US, Brazil, Argentina and China. 
Demand for soymeal is expected to 
increase on support from the ongoing 
ban on animal meal in US livestock 
rations, the growth in Asian industrial 
livestock and aquaculture production, the 
devaluation of the US dollar against the 
Euro and possibly the Chinese renminbi. 
However, soymeal prices are expected to 
decline slightly from the already low 
2004-2005 level. 


Edible oil production is forecast to 
increase to 108 Mt from 106 Mt in 2004- 
2005, due to slightly higher palm oil 
production and increased soybean and 
canola/rapeseed crushing. Demand for 
edible oils is expected to remain strong, 
particularly in China and India. Chinese 
demand for vegoils is forecast to grow 
slightly and will be met through increased 
crush and increased oilseed, palm oil, 
soyoil and canola/rape oil imports. 


Palm oil production in Malaysia is 
expected to grow at a moderate pace 
due to the maturation of the palm oil 
trees and a slowdown in the planting and 
replanting of palm trees, which will be 
supportive for vegoil prices. 


US PRICES 


The US on-farm price of soybeans is 
forecast to fall to US$4.85/bu from 


US$5.10/bu for 2004-2005, due to the 
expected growth in US supplies and 
record high South American production. 
Soymeal prices are forecast to increase, 
although still remaining weak, to 
US$175/short ton (st) from US$158/st in 
2004-2005. World vegoil prices are 
expected to remain weak. The US soyoil 
price is forecast to average US$0.22 per 
pound (/Ib) vs. US$0.225/Ib for 2004- 
2005. For 2005-2006, US program 
payouts are expected to increase as 
prices remain below the US$5.80/bu 
target price and US$5.00/bu loan rate. 


CANADA 


For canola, seeded area is forecast to 
decrease by 1% to 5.0 Mha due to low 
prices relative to wheat. Production is 
forecast to decline to 6.9 Mt from 7.7 Mt 
in 2004-2005. Supplies are projected to 
rise slightly, as the second largest carry- 
in on record more than offsets the lower 
production. Domestic crush is forecast to 
decrease slightly while exports are 
expected to be unchanged due to 
competition from burdensome world 
supplies. Carry-out stocks are expected 
to decrease marginally to 1.45 Mt, while 
prices are forecast to remain unchanged 
at $300/t. 


For flaxseed, seeded area is forecast to 
increase by 37% due to high prices in 
2004-2005. As a result of higher yields, 
production is forecast to increase 
significantly to 1.2 Mt from 0.5 Mt in 
2004-2005. Supplies are projected to 
rise to 1.3 Mt. Exports are expected to 
rise to 0.7 Mt, while total domestic use 
increases. Carry-out stocks are 
expected to rise sharply to 0.3 Mt from 
0.05 Mt in 2004-2005, with prices 


Prices are expected to decline to $205/t, 
I/S Chatham, from $230/t expected for 
2004-2005, due to lower US soybean 
prices. 


For more information 
please contact: 


Chris Beckman 
Oilseeds Analyst 
Phone: (204) 983-8467 
E-mail: beckmac@agr.gc.ca 
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WORLD AND CANADIAN OUTLOOK FOR 
PULSE AND SPECIAL CROPS IN 2005-2006 


For 2005-2006, total area seeded to pulse and special crops in Canada is forecast to decrease by 5%, from 2004- 
2005, as increases for dry beans, sunflower seed and chickpeas are more than offset by decreases for mustard seed, 
lentils and canary seed. Seeded areas for dry peas and buckwheat are expected to be similar to 2004-2005. It is 
assumed that precipitation will be normal for the winter, spring and summer. Trend yields are assumed for both 
western and eastern Canada, as soil moisture reserves are generally good. It has been assumed that the 
abandonment rate and average quality will be normal. 


Total production in Canada is forecast to decrease by 10%, from 2004-2005, to 4.69 Mt. Total supply is expected 
to increase by 2% to 5.95 Mt due to higher carry-in stocks. Exports and domestic use are forecast to increase due 
to the higher supply and stronger demand. Carry-out stocks are expected to decrease. Average prices, over all 
types, grades and markets, are forecast to increase for lentils, chickpeas and mustard seed, decrease for dry beans 
and sunflower seed, and be the same for dry peas, canary seed and buckwheat. However, prices are expected to be 


very sensitive to any production problems. The main factor to watch will be precipitation during the spring and 
summer in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar 

and other currencies, ocean shipping rates and growing conditions in major producing regions, especially United 
States, European Union, Australia, Turkey, India and Mexico. 


DRY PEAS 


World production is forecast to decrease 
by 4%, from 2004-2005, to 11.7 Mt, but 

supply is expected to increase by 3% to 
12.9 Mt. 


Canadian seeded area is forecast to be 
similar to 2004-2005. Although potential 
returns for dry peas are as good as, or 
better than for most alternative crops, 
higher carry-in stocks are expected to 
discourage increased area. Production is 
forecast to decrease by 14% to 2.88 Mt 
due to lower trend yields, but supply is 
expected to rise slightly due to higher 
carry-in stocks. Exports and domestic 
use are forecast to increase due to 
expected stronger demand. Carry-out 
stocks are forecast to decrease, with a 
stocks-to-use ratio (s/u) of 20%. 


The pressure from higher supply is 
expected to be offset by stronger 
demand. Therefore, the average price of 
dry peas, over all grades, types and 
markets, is forecast to be the same as in 
2004-2005. 


LENTILS 
World production is forecast to decrease 


by 8% to 3.5 Mt, but supply is expected to 
remain stable at 3.9 Mt. 


Canadian seeded area is forecast to 
decrease by 5%, because of sharply 
higher carry-in stocks. Production is 
forecast to decrease by 13% to 840,000 t, 
due to the decrease in seeded area and 
lower trend yields. Supply is expected to 
remain stable as higher carry-in stocks 
offset the decrease in production. 
Exports are forecast to increase due to 
higher demand, but carry-out stocks are 
also expected to increase, with an s/u of 
23%. The average price of lentils over all 
grades and types is forecast to increase, 
as pressure from higher world supply is 
more than offset by a return to higher 
normal quality. 


DRY BEANS 


World production is forecast to increase 
slightly, but total supply is expected to 
decrease slightly. However, world 
production includes many classes of dry 
beans, most of which do not have any 
influence on prices of the classes of dry 
beans produced in Canada. The most 
important influence on Canadian dry 
bean prices is US production, which is 
expected to increase by 47% to 1.15 Mt 
because of higher seeded area and 
higher yields. However, US supply is 
expected to increase by only 16% to 
1.22 Mt, due to lower carry-in stocks. 


Although prices for most classes of dry 
beans are attractive, Canadian seeded 
area is forecast to increase by only 15% 
due to limited seed supply and the 
discouragement of some producers in 
Manitoba because of the poor crop in 
2004-2005. Production is forecast to 
increase by 55% to 340,000 t due to the 
higher seeded area, lower abandonment 
and higher yields, but supply is forecast 
to increase by only 33% due to lower 
carry-in stocks. Exports are expected to 
increase due to the higher supply. Carry- 
out stocks are forecast to increase 
slightly, with an s/u of 6%. The average 
price, over all classes and grades, is 
forecast to decrease because of the 
higher supply. 


CHICKPEAS 


World production is forecast to increase 
by 3% to 8.25 Mt, but supply is expected 
to decrease marginally to 8.35 Mt. 


Canadian seeded area is forecast to 
increase by 15%, as prices for the kabuli 
type are attractive. Production is forecast 
to increase by 18% to 60,000 t, because 
of the higher seeded area and lower 
abandonment, but supply is expected to 
decrease slightly due to lower carry-in 
stocks. Exports are forecast to remain 
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stable and carry-out stocks are expected 
to remain low. The average price, over all 
types, grades and sizes, is forecast to 
rise, assuming a higher normal quality. 


MUSTARD SEED 


World mustard seed trade is dominated 
by Canada. Canadian seeded area is 
forecast to decrease by 25% because of 
burdensome carry-in stocks. Production 
is forecast to decrease by 39% to 
185,000 t, because of the lower seeded 
area and lower trend yields, but supply is 
forecast to decrease by only 14%, due to 


higher carry-in stocks. Exports are 
expected to increase and carry-out stocks 
are forecast to decrease, with an s/u ratio 
of 38%. The average price, over all types 
and grades, is forecast to increase due to 
the lower supply. 


CANARY SEED 


World canary seed production is 
expected to decrease by 22% to 
265,000 t, mainly because of lower 
production in Canada, but supply is 
expected to increase marginally to 
415,000 t, due to higher carry-in stocks. 


WORLD: DRY PEAS SUPPLY AND DISPOSITION 


2001 
-2002 


6,350 


crop year 


Harvested Area (kha) 
Yield (t/ha) 


Carry-in Stocks 
Production 
Total Supply 11,040 


Total Use 10,540 
Carry-out Stocks 500 


10,020 
500 400 


2003 2004 
-2004 -2005f 


6,510 6,760 
1.56 


500 
10,170 
10,670 


10,270 


12,560 
11,360 
1,200 


12,880 
11,680 
1,200 


crop year 


Harvested Area (kha) 
Yield (t/ha) 


Carry-in Stocks 
Production 
Total Supply 


Total Use 
Carry-out Stocks 


crop year 


Harvested Area (kha) 
Yield (t/ha) 


Carry-in Stocks 
Production 
Total Supply 


Total Use 
Carry-out Stocks 


2001 
-2002 


3,955 


2001 
-2002 


702 


f: forecast, AAFC, January 2005 


Source: FAO, USDA, UNIP, Pulse Australia, Statistics Canada, AAFC 


2002 
-2003 


3,695 
0.82 


3,405 
3,305 


100 


2002 


1,861 
1,531 
330 


2003 
-2004 


3,735 
0.82 


100 
3,065 
3,165 


3,065 
100 


2003 
-2004 


695 
1.95 


330 
1,357 
1,687 


1,387 
300 


2004 
-2005f 


4,075 


2004 
-2005f 


602 


2005 
-2006f 


3,950 


Canadian seeded area is forecast to 
decrease by 25% because of 
burdensome carry-in stocks. Production 
is forecast to fall by 18% to 245,000 t, as 
the decrease in seeded area is partly 
offset by lower abandonment. Supply is 
forecast to increase slightly due to higher 
carry-in stocks. Exports are expected to 
increase and carry-out stocks are 
forecast to increase, with an s/u ratio of 
64%. The average price is forecast to 
remain stable, in line with the relatively 
stable supply. 


SUNFLOWER SEED 


World sunflower production and supply 
are forecast to increase slightly to 25.7 Mt 
and 26.9 Mt, respectively. US production 
is expected to increase by 40% to 1.3 Mt 
and supply is forecast to increase by 26% 
to 1.37 Mt. 


Canadian seeded area is forecast to 
increase by 15%. Although potential 
returns are better than for most other 
crops, many producers are expected to 
be discouraged by the poor crop in 2004- 
2005. Production is forecast to nearly 
triple to 140,000 t, due to the higher 
seeded area and a return to normal 
abandonment and higher trend yields. 
Supply is forecast to increase by only 
54% due to lower carry-in stocks. 
Exports and domestic use are expected 
to increase. Carry-out stocks are 
expected to rise slightly, with a s/u of 7%. 
The average price, over both types and 
all grades, is forecast to decrease due to 
the higher supply in US and Canada. 


BUCKWHEAT 


Canadian production and supply are 
forecast to increase, but remain small, 
with a stable seeded area, lower 
abandonment and higher trend yields. 
World supply is expected to decrease by 
5% to 2.8 Mt. The average price, over all 
grades and markets, is forecast to be the 
same as in 2004-2005 as support for 
lower world supply is offset by higher 
Canadian supply. 


For more information, 
please contact: 


Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.ge.ca 


Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2004-05, total grain and oilseed production in Canada is estimated by Statistics Canada to increase to 63.6 million tonnes (Mt) from 
59.7 Mt for 2003-04 and the 10 year average of 58.5 Mt. In western Canada, production is estimated to increase to 48.2 Mt from 44.2 Mt in 
2003-04, as a result of a sharp increase in yields despite the abnormally cold growing season. In eastern Canada, production decreased 
marginally to 15.4 Mt, as the decline in harvested area offset the increase in yields. For 2004-05, total supplies of grains and oilseeds are 
expected to rise to 77.1 Mt from 72.7 Mt in 2003-04 and compared to the record of 81.4 Mt set in 1999-00. 
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For 2004-05, total exports of grains and oilseeds are projected to decline to 24.2 Mt from 25.3 Mt for 2003-04, as expected smaller barley 
and canola exports more than offset the projected rise in wheat exports. Total domestic use of grains and oilseeds is forecast to rise to a 
record 38.8 Mt due to higher feeding and a slight rise in food and industrial use. Carry-out stocks are projected to increase sharply to 

14.2 Mt versus 11.0 Mt in 2003-04 and the record 18.5 Mt set in 1992-93. In general, the quality of the western Canadian crop is sharply 
below normal, with less than a third of the CWRS wheat falling into the top two grades, and with 66% of the canola expected to be grade 
No.1. In eastern Canada crop quality is average. For all grains and oilseeds, except flaxseed, prices are forecast to decline sharply, largely 
due to the bumper crops in the US, the expected large South American production, the appreciation of the Canadian dollar against the US 
dollar and the slow growth in world consumption. Factors to watch are: Chinese import demand, South American growing conditions, EU 
grain export policy, the US winter wheat seeded area, ocean freight rates and the Canadian/US exchange rate. 


WHEAT (ex-durum) 

For 2004-05, production is estimated at 

20.9 Mt, 8% higher than 2003-04 and the 
highest since 1999-00, due to a record 2.71 
t/ha (40 bu/ac) average yield. Supplies are 
forecast at 25.2 Mt, 8% above last year and 
close to the 10-year average. However, the 
proportion of the CWRS crop falling into the 
top grades has been significantly reduced by 
frost and moisture damage, and over a third 
of the crop is expected to be of feed quality. 
Total domestic use of wheat is projected to 
increase, due to greater use of wheat for feed. 
Total exports are forecast to increase slightly, 
with carry-out stocks expected to rise by 
12%, 4.8 Mt. It is currently assumed that 
much of the feed wheat surplus to domestic 
needs will be delivered to the Canadian 
Wheat Board (CWB) for export, although a 
portion is expected to be carried over into 
2005-06 due to extremely low feed wheat 
prices. The CWB Dec. Pool Return Outlook 
(PRO) for No.1 CWRS 11.5% protein is 
$187/t, in-store Vancouver/St. Lawrence (I/S 
VC/SL), unchanged from last month but 
down by $19/t from last year. Protein 
premiums are expected to increase, due to 
lower protein content in both the Canadian 
and US spring wheat crops, with the PRO for 
No.1 CWRS 13.5% at $202/t, $9/t below 
2003-04. 


DURUM 

Production increased by 16%, with higher 
yields offsetting a smaller area. Supplies are 
forecast to increase by 10% to 6.75 Mt, vs the 
10-year average of 6.3 Mt. However, exports 
are expected to decline slightly, due to weak 
world import demand. The percentage of the 
Canadian durum crop falling into the top 
grades is expected to be below normal, but 
supplies of high quality durum are expected 
to be adequate. Carry-out stocks are 
projected to increase by almost 30%, to 

2.3 Mt, the highest in four years. The CWB 
PRO for No.1 CWAD 11.5% protein is down 
by $3/t from Nov. at $197/t, I/S VC/SL, $27/t 
below 2003-04. The premium to No.1 
CWRS 11.5% is projected at $10/t, down 
from $18/t in 2003-04. 


BARLEY 

Production is estimated to increase by 7% due 
to higher yields, despite lower seeded area. 
Supplies are forecast to increase by 11% due 
to higher production and carry-in stocks. Feed 
use is projected to increase, due to higher 
supplies in western Canada and increased 
shipments to eastern Canada. Exports of 
malting barley are expected to drop 
significantly as lower crop quality reduces the 
selection rates, although import demand from 
China is projected to recover. Exports of feed 
barley are also expected to decrease due to 
competitions from Europe and relatively low 
overseas prices, despite increased supplies and 
low prices in Canada. Carry-out stocks are 
forecast to increase sharply. Off-Board feed 
barley prices are expected to decrease by about 
$25/t from 2003-04 to $110/t, due to increased 
domestic supplies and lower US corn prices. 
The CWB Dec. PRO for No.1 CW feed barley 
is $117/t and $110/t, I/S VC/SL, for pool A 
and B, respectively, compared to $169.21/t for 
2003-04. The PRO for Special Select Two 
Row designated barley is $178/t, versus 
$200.70/t for 2003-04, due to higher supplies 
in Europe. 


OATS 

Production decreased marginally, as higher 
yields have only partially offset lower 
harvested area. Supplies are forecast to 
increase by 6% due to higher carry-in stocks. 
Exports are expected to decline slightly due to 
decreased US import demand. As a result of 
lower US corn prices, oat prices are forecast to 
fall. US oats are expected to be priced at a 
premium of 20% to corn on a per tonne basis. 


CORN 

Production fell by 8%, as lower harvested area 
more than offset higher yields. Supplies fell by 
5% despite marginally higher imports related 
to lower production in eastern Canada. The 
feed use of corn is forecast to decline by 7%, 
as feed wheat and barley replace some of the 
corn. Carry-out stocks are forecast to decline 
sharply. Chatham corn prices are forecast to 
drop to $105/t, due mainly to record US corn 
production. 


CANOLA 

Production increased by 14% from 2003-04, to 

7.7 Mt, the second highest on record. Total 
supplies are forecast to increase by only 8%, due to 
lower carry-in stocks. Domestic crush is forecast to 
decline by 6%, to 3.2 Mt, due to lower crush 
margins and competition from burdensome world 
veg-oil supplies. Exports are also forecast to 
decrease by 9%, due to lower shipments to Mexico 
and Pakistan. Carry-out stocks are forecast to rise 
sharply from 2003-04 to a burdensome 1.5 Mt. 
The average Vancouver cash price is forecast to fall 
to $280-320/t, as a result of the stronger Canadian 
dollar and lower US soyoil prices. 


FLAXSEED (excluding solin) 

Production decreased by 31%, due to lower 
harvested area and lower yields because of frost and 
the unusually cold growing seasons. Supplies are 
forecast to decrease by 30%. Exports are forecast 
to decrease to 0.45 Mt due to tight supplies. Carry- 
out stocks are expected to drop from 2003-04 to 
very tight levels. The average Thunder Bay cash 
price is forecast to rise to $475-575/t, on support 
from tight supplies. 


SOYBEANS 

Production increased by 34% from 2003-04 to a 
record high 3.05 Mt, due to an increase in harvested 
area and sharply higher yields. Supplies are 
forecast to increase to 3.3 Mt, the third highest on 
record. Food and industrial use is forecast to 
remain stable, while exports and carry-out stocks 
decrease slightly. The average Chatham price is 
forecast to decrease to $210-250/t, under pressure 
from lower US soybean prices and the stronger 
Canadian dollar. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox....(204) 983-8465 
El-O Bilssscepseseaivoctacsconnss lennoxg@agr.gc.ca 

Coarse Grains......Joe Wang ...... 983-8461 
OSE a aa ae wangjz@agr.gc.ca 

Oilseeds........ Chris Beckman ....... 984-4929 
Fermi al 5 ccccecastacexeoeqnenas beckmac@agr.gc.ca 

Fred Oleson, Chief ..............0csecsse. 983-0807 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION January 14, 2005 


Grain and Harvested Imports Total Exports Food and Feed, Waste TotalDom- Carry-out Average 

Crop Year Area Yield Production (b) Supply (c) Ind. Use (e) & Dockage esticUse(d) Stocks Price (f) 
(a) O0O0ha tha ~— ------------------------ thousand metric tonnes- - - - - - ------------------ Sit 

Durum 

2003-2004 2,459 1.74 4,280 1 5,900 3,427 258 215 683 1,790 224.21 

2004-2005f 2,141 Zoe 4,962 1 6,753 3,300 260 683 1,153 2,300 ere 

2005-2006f 25 2.06 4,490 1 6,791 3,400 265 406 891 2,500 195 f 

Wheat Except Durum 

2003-2004 8,009 2.41 19,272 16 23,395 12,299 2,628 3,389 6,824 4,273 206.03 

2004-2005f 7,722 De fal 20,898 20 25,191 12,600 2,650 4,302 7,791 4,800 ‘eye © 

2005-2006f 8,175 2.43 19,900 15 24,715 13,300 2,675 3,420 6,915 4,500 170 f 

ALL WHEAT 

2003-2004 10,467 2.25 23,552 18 29,295 15,726 2,886 3,604 7,507 6,062 

2004-2005f 9,862 2.62 25,860 21 31,943 15,900 2,910 4,985 8,943 7,100 

2005-2006f 10,350 2.36 24,390 16 31,506 16,700 2,940 3,826 7,806 7,000 

Barley 

2003-2004 4,446 PATEL 12,328 36 13,838 2,444 311 8,555 9,288 2,106 135.80 

2004-2005f 4,050 3.26 13,186 30 S325 1,850 375 9,443 10,273 3,200 100-120 

2005-2006f 4,040 3.01 12,180 30 15,410 2,500 380 9,725 10,510 2,400 110-130 

Corn 

2003-2004 1,226 7.82 9,587 2,063 12,761 283 2,415 8,907 lees 1,143 137.18 

2004-2005f 1,072 8.24 8,836 2,100 12,078 150 2,650 8,293 10,978 950 95-115 

2005-2006f 1,160 7.67 8,900 2,200 12,050 200 2,700 8,350 11,050 800 105-125 

Oats 

2003-2004 575 2.34 3,691 19 4,234 1,559 156 1,548 1,875 800 136.65 

2004-2005f ens 2.80 3,683 20 4,503 1,500 170 1,633 2,003 1,000 110-130 

2005-2006f 1,540 PSH 3,960 15 4,975 1,800 170 1,705 2,075 1,100 110-130 

Rye 

2003-2004 147 Da pap 327 1 358 50 47 193 258 50 104.44 

2004-2005f 165 2.55 418 2 470 80 48 245 310 80 75-95 

2005-2006f 200 PANS 430 1 511 80 48 266 331 100 75-95 

Mixed Grains 

2003-2004 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 111 2.87 318 0 318 0 0 318 318 0 

2005-2006f 140 2.79 390 0 390 0 0 390 390 0 

TOTAL COARSE GRAINS 

2003-2004 7,529 3.50 26,317 2,119 SH SS 4,336 2,930 19,588 23,140 4,099 

2004-2005f Onl 3.94 26,441 PA Mey 32,692 3,580 3,243 19,932 23,882 5,230 

2005-2006f 7,080 3.65 25,860 2,246 33,336 4,580 3,298 20,436 24,356 4,400 

Canola 

2003-2004 4,689 1.44 6,771 242 7,907 3,754 3,390 110 3,541 612 387.04 

2004-2005f 4,938 Siz, 7,728 220 8,560 3,400 3,200 415 3,660 1,500 280-320 

2005-2006f 4,890 1.41 6,900 225 8,625 3,400 3,100 630 So 1,450 280-320 

Flaxseed 

2003-2004 728 1.04 754 22 905 609 n/a n/a 199 97 382.13 

2004-2005f 528 .98 HIT 20 634 450 n/a n/a 134 50 475-575 

2005-2006f 974 le23 1,200 20 1,270 700 n/a n/a 245 325 320-360 

Soybeans 

2003-2004 1,047 2.17 2,268 586 2,999 905 1,500 325 1,954 140 395.04 

2004-2005f 1,178 2.59 3,048 100 3,288 850 1,500 488 2,088 350 210-250 

2005-2006f 1,199 2.50 3,000 250 3,600 900 1,750 490 2,350 350 185-225 

TOTAL OILSEEDS 

2003-2004 6,464 E52 9,794 850 11,811 5,268 n/a n/a 5,694 849 

2004-2005f 6,643 1.70 11,293 340 12,482 4,700 n/a n/a 5,882 1,900 

2005-2006f 7,063 LB 11,100 495 13,495 5,000 n/a n/a 6,370 2,125 

TOTAL GRAINS AND OILSEEDS 

2003-2004 24,461 2.44 59,663 2,986 72,681 25,330 n/a n/a 36,341 11,010 

2004-2005f 23,219 2.74 63,595 2513 TA AANA 24,180 n/a n/a 38,707 14,230 

2005-2006f 24,493 2.50 61,350 PASS 78,337 26,280 n/a n/a 38,532 131525 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. 

(c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total = F&I + FWD + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - December 2004 

’ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - January 14, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK January 14, 2005 


For 2004-05, total Canadian pulse and special crops production increased by 42%, from 2003-04, to 5.23 million tonnes (Mt), 
based on Statistics Canada’s (STC) November production estimates. Total pulse and special crops supply increased by only 33% 
to 5.81 Mt, because of lower carry-in stocks. Although exports and domestic use are forecast to increase due to the higher supply, 
strong demand and lower prices for most crops, carry-out stocks are also expected to increase. Average prices, over all grades 
and markets, are forecast to increase from 2003-04 for dry beans, chickpeas and sunflower seed, decrease for dry peas, lentils, 
mustard seed and canary seed, and be the same for buckwheat. 


Harvesting of pulse and special crops was much later than normal, but is, in general, complete. Average yields ranged from 
lower than trend to higher than trend, depending on the crop, but abandonment was generally higher than normal. Yields were 
much lower than trend and abandonment much higher than normal for dry beans and buckwheat in Manitoba and sunflower 
seed in Manitoba and Saskatchewan, due to late seeding, below normal temperatures and damage from excessive rainfall, frost 
and disease. Average quality is, in general, lower than normal due to damage from frost and wet weather. The main factors to 
watch are exchange rates, ocean shipping rates, and crop and harvest conditions in other major producing countries, especially 
Australia, India and Pakistan. 


DRY PEAS beans. US production decreased by 22% to and higher carry-in stocks. World supply 

For 2004-05, production and supply 780,000 t, due to a lower harvested area and increased by 47% to 410,000 t. Canadian 

increased, due to a 7% increase in seeded lower yields. Total US and Canadian exports are expected to increase because of 

area and higher yields. Production supply of nearly all major classes of dry higher supply and lower prices. Carry-out 

increased for yellow, green and other types. beans decreased. Canadian exports are stocks are forecast to increase, with a 

The average quality is significantly lower forecast to fall sharply, due to the lower stocks-to-use ratio of 62%. The average 

than in 2003-04. World supply increased supply, and carry-out stocks are expected to price is forecast to decrease because of the 

by 18% to 12.6 Mt, mainly because of decrease to a low level. The average price, higher supply. 

higher production in Canada, EU and US, over all classes and grades, is forecast to 

but this is expected to be mostly offset by rise sharply due to the lower supply. SUNFLOWER SEED 

increased use in both the feed and food Production and supply fell sharply, due to a 

markets. Canadian exports and domestic CHICKPEAS 27% decrease in seeded area, higher 

use are forecast to increase due to the higher Production and supply fell, due to a 26% abandonment and lower yields. Production 

supply and lower prices. For exports, most decrease in seeded area and higher decreased for both types, confectionary and 

of the increase is expected to be tothe EU — abandonment. Production increased oilseed. The average quality is significantly 

and Asia. For domestic use, most of the marginally for the large and small kabuli lower than in 2003-04. In the US, harvested 

increase is expected for feeding hogs. types, but decreased for the desi type. area, production and supply decreased for 

Carry-out stocks are forecast to increase However, supply decreased for all types due both types. World supply decreased by 4% 

with a stocks-to-use (s/u) ratio of 24%. The to lower carry-in stocks. The average to 26.7 Mt. Canadian exports and domestic 

average price, over all types, grades and quality is significantly lower than in use are forecast to decrease sharply due to 

markets, is forecast to decrease due to the 2003-04. World supply decreased by 4% to the lower supply. The average price, over 

higher supply. 8.4 Mt. Canadian exports are forecast to both types and all grades, is forecast to 
decrease due to lower supply. Carry-out increase due to the lower supply. 

LENTILS stocks are forecast to decrease to a low 

Production and supply increased, duetoa level. The average price, over all types, BUCKWHEAT 

41% increase in seeded area and higher sizes and grades, is forecast to increase due Production fell sharply due to a slight 

yields. Production increased for large, to the lower supply. decrease in seeded area, higher 

medium and small green, red and other abandonment and lower yields. World 

types. The average quality is significantly MUSTARD SEED supply increased by 10% to 2.95 Mt. 

lower than in 2003-04. World supply Production and supply increased as a 7% Canadian exports and domestic use are 

increased by 23% to 3.89 Mt, due mainly to decrease in seeded area was more than forecast to decrease due to the lower supply, 

higher production in Canada. Canadian offset by higher yields. Production while carry-out stocks decrease to a 

exports are expected to increase, as increased for all types, yellow, brown and negligible level. The average price, over all 

Canada's share of world supply increases oriental. The average quality is significantly grades and markets, is forecast to be the 

and prices decrease. Carry-out stocks are lower than in 2003-04 and a significant same as in 2003-04, as pressure from higher 

forecast to increase, with a s/u of 19%. The portion of the carry-in stocks were low world supply is offset by lower Canadian 


average price, over all types and grades, is quality seed. In the US, production of the _ supply. 
forecast to decrease due to the higher supply yellow type decreased. Canadian exports 


and lower average quality. are expected to increase because of stronger 

demand and lower prices. Carry-out stocks FURTHER INFORMATION: 
DRY BEANS are forecast to increase, witha s/uratioof Stan Skrypetz ..............000 (204) 983-8972 
Production and supply decreased sharply, 64%. The average price, over all types and E-mail .................. skrypetzs@agr.gc.ca 
due mainly to crop damage in Manitoba, the grades, is forecast to decrease due to the Fred Oleson, Chief ............ (204) 983-0807 
main producing province. Productionand __ higher supply. Beomba hone scosctensevtdarteasas olesonf@agr.gc.ca 
supply decreased for white pea, pinto, 
black, light red kidney, Great Northern, CANARY SEED 


small red and pink beans, but was similar to Production and supply increased, due toa — wwwaagr.ge.ca/mad-dam 
2003-04 for dark red kidney and cranberry 42% increase in seeded area, higher yields —_ LAMAD\OUTLOOK\S&D\SpCrops\2005\jan2005\jan2005sc_e.wpd 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION January 14, 2005 


Grain and Harvested Imports Total Exports Total Carry-out Average 
Crop Year (a) Area Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha Ulare oimttas ee crore erate ce ee eres thousand metric tonnes - - - - ----------------- Sit 

Dry Peas 
2001-2002 1,285 1:57, 2,023 27 2,245 1,381 589 215. 190 
2002-2003 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 art 1.67 2,124 24 2,458 TO1s 936 205 175 
2004-2005f 1,345 2.48 3,338 20 3,563 1,800 1,063 700 120-150 
2005-2006f Laslete) 2.12 2,875 20 3,595 1,850 1,145 600 120-150 
Lentils 
2001-2002 664 foie) 566 6 828 478 219 131 320 
2002-2003 387 91 354 9 494 320 119 55 390 
2003-2004 536 .97 520 5 580 368 174 38 420 
2004-2005f 750 1.28 961 ) 1,004 550 294 160 300-330 
2005-2006f 715 Te, 840 5 1,005 570 245 190 315-345 
Dry Beans 
2001-2002 175 1.70 298 42 390 263 97 30 725 
2002-2003 219 1.89 414 40 484 297 117 70 445 
2003-2004 167 Pa 356 31 457 344 83 30 495 
2004-2005f 126 1.75 220 Sie) 285 205 70 10 655-685 
2005-2006f 185 1.84 340 30 380 285 19 20 525-555 
Chickpeas 
2001-2002 467 .97 455 12 497 146 Zui 140 380 
2002-2003 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 1.08 68 2 130 74 36 20 330 
2004-2005f 39 too 51 5 76 coed 36 5 365-395 
2005-2006f 50 1.20 60 = 70 oo 30 5 370-400 
Mustard Seed 
2001-2002 158 .66 105 3 213 171 n/a 33 685 
2002-2003 200 .60 154 9 196 114 ae. 60 595 
2003-2004 328 .69 226 2 288 121 75 92 390 
2004-2005f 304 1.00 305 2 399 160 84 Teo 305-335 
2005-2006f 230 .80 185 2 342 170 £7. 95 340-370 
Canary Seed 
2001-2002 163 .70 114 0 184 134 20 30 660 
2002-2003 227 78 176 0 206 164 22 20 575 
2003-2004 243 .93 226 0 246 170 n/a 67 345 
2004-2005f 318 94 300 0 367 180 47 140 225-255 
2005-2006f 260 94 245 0 385 185 50 150 225-255 
Sunflower Seed 
2001-2002 67 ‘keke 104 29 179 92 65 22 355 
2002-2003 95 1.65 157 21 200 105 60 ie) 440 
2003-2004 115 1.30 150 16 201 96 80 25 405 
2004-2005f 59 .92 54 25 104 40 59 5 475-505 
2005-2006f 95 1.47 140 js) 160 80 70 10 410-440 
Buckwheat 
2001-2002 14 1.14 16 1 iv/ 6 8 3 325 
2002-2003 12 1.00 AZ 1 16 6 7 3 340 
2003-2004 9 134 10 1 14 5 7 2 Boo 
2004-2005f id ae 5 1 8 2 6 0 340-370 
2005-2006f 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c) 
2001-2002 2,993 1.23 3,681 120 4,553 2,671 1,218 664 
2002-2003 2,399 1.16 2,788 130 3,582 1,739 1:2900 613 
2003-2004 PBT RV. (pote 3,680 81 4,374 2,495 1,400 479 
2004-2005f 2,948 1.78 5,234 93 5,806 2,972 1,659 1,075 
2005-2006f 2,899 1.62 4,694 78 5,947 3,179 1,698 1,070 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chickpeas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, January 14, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 


IENTS ELECTED POINTS January 10, 2005 


NGRED ATS 
PRICE (1) PRICE| SOYBEAN} CANOLA MILL- | MEAT FISH ANIMAL} GLUTEN | GLUTEN} FEED DEHY FEATHER 
BASIS WHEAT| OATS | BARLEY| CORN | BASIS MEAL FEEDS | MEAL MEAL FAT MEAL FEED PEAS |ALFALFA MEAL 


REFERENCE 


PERIOD MEAL 

January 10,2005 [FOB | 122.00|_N/A_| 125.00 r743.50| | 267.50 | 158.00 | 115.00] | 650.00 | 500.00 | | +i| it 325.00__ 
emuany4,3005 | 122.00] NA] 125.00] 145.50| | 262.00 | 162.50 | 11200| | 637.50 | 500.00/ | | | 925.00 
January 10,2005 [FOB | 104.00 |_ N/A 142.00 | 138.00] | 262.00. [ |__| 150.00]. 975.00 | 53500] | | 300.00" 
January 4,2005 [| | 104.00 |_N/A 710.00] 140.00| | 258.00 | | | 125.00] 975.00 | 535.00[ | | | | 300.00 __ 
January 10,2005 [FOB _—|_ 83.50 | 130.00 91.00 | 134.00 | 265.50 | NA |_| 165.00] NA |53500[ | sf 115.33 [350.00 __ 
ffanuary 4,2005_ | | 83.50 | 123.00] 93.50 135.00] | 266.50 | NA | | 140.00 NA |s53500| | | 115.33[ | 350.00 __ 
anuary 10,2005 [FOB | 126.50] 140.00 110.00 | 120.00] | 244.00 | NA | | 290.00] to1250[515.00[ [| 350.00 _| 
amary4 2005 |] 128.0] 140.00] 111.00 | 117.00| | 245.00] NA | [290.00] 972.60 [515.00 [315.00 _| 
Thunder Bay _January 10, 2005 [In-Store__| 102.00| _N/A LRT “SE gE TS TR [Ta Ee ee 
ON 8) [January 4,2005 [101.00 |N/A Cc a Oe ee a oe ee ee ees eS Se 
Lake Ports fTanuary 10,2005 [OnBoard [| | S| Sd (992.11 [Sra (RUMI (PSY Was FREE EL] Er A WS (SD DB 
USA 3) [fanuary 42005 [Vessel [| | | (103.82 Tae ee ES ee ee 
Bay Ports Hog UIE Se SUP CLOT CSU RN (| a PR ST Re Re 
ON etary came ic 610,000 (205,00 | e150. COifeeked. [es ol a tao [emmmet le er ee AER SS 257 [Pore af em I eee 
Chatham Trea ccm tk epee [Si | EU [ies hed | 10549 [et fe be PO Fle ee a] ae ee eee eee ee 
ON FR A ed de OS PR GC NET (NE 2 
rene en anos JR ro eas oo aseee [reco | 288.00 aa 00 
ON 5 fore 00saek bo ke [EIS (ld (ee | tk se | ee |e | 108.00] NAL | 480100. [caasi00 [iata.00.| sw | 286008 200 re 
famiton——panen tags AP ee ae 
ON Fess DTT LL Sen aE OD ZT TT I ON es 
Eastern Gane TIS Les, RETR de ed SUA I CO SN I OR Ce a a 
ON ee an ene a ieeiad | UR eee 101 00 lien a et | eae Pe De a eli pe ee eee 
London Sia ue Oana (MERE | SOT ATS) dee uae a [arses lee reef fo ss 2 [428 00-fe 14.00 [Fe ee eee 
ON Ce A ee FI a a FY RR FC ME ee | 
are era Om COn eon Sia |baot (ee chee Pan ole) [esrbo-f 1 le Se 5 3 faze 08/1 tano: [a | eee eee 
ON I tamu eee aca [iste eed [ee fe ee te eb B3:600 | — 8 sheng | 425.00" [2 144,00) |S eee 
Cardinal ie Oar COb ears preene ees (BOE op eed | es ee [42.007] tenon | 
ON ere ae ene ae aN | et ick ed aS [Ee ie (0 el [2428 00 toa 00,|) cee |e ee 
Montreal Franuary 10,2008 |__| 133.00] 150.00| 149.00 | 129.00| | 266.67 | 177.88 | 87.33 | 168.00| 850.00 | 424.00] 425.00 | 11400 [ {270.00 |_310.00_| 
QC 5) [tamary 4, 2008 |__| 133.00 | 125.00| 150.00 | 128.00| FOB | 252.70 | 176.13 | 96.67 | 168.00| 850.00 | 413.00] 425.00 [ 114.00 | {270.00 | __310.00_| 
per een trie) Sse inictremmalG200 |e 3 1 (0147.00 19975] aos is eb ee Pe ee ea eee 
Strnsrese ome NUSaRrS nT 35IEOK EM (W140. 001 fs 1310000 ef ce (PN nf ee SS [i | ee 
OG een ones POnmemnn | 164090 [12a24|u404eh 12z68)u joceaz (st ols ye a ee eee 
ict ener see meen 150.57 [122.40 M4791 | 122.00 |e 0 | 261g | ae ee ee ae 
jeuebec emu SSA (EES TE RMR | 131100) Se N/ ARE | 165 a2 20.40: |u mm e [25 fer Due | coe mts | nr [ae pp] cm fice me | |e 
QC ieee WARNE M130SS | ANVAM [siodeo| 120.a7) mec [uizetata is [kw eee lo | ml eee ee eee 
Truro fe ano en| recom n [isero awa | 166.48 | 166.29:|0- |_| 270.815 9203.63. |=. We 228-55] eit 7 | 50500] eel ee eto 
NS Tantengaj200sis | oda a /156191.. . |166.48;|106.53| FOB.| 280.86. (a203.63_[) | 223.55|0 5 | 50500) tT 10:00 
Truro Foie eeSaa| Wace NAMI NAR[@NAte lic NAwt|u ka rer alibet 2 (Pe 2. es ee ae are ee eee 
NS une Nom a nee NAG [ENASIENAL | GNA) ids 2 a peo 6 sles [ssa ee sl ee ee ae ee 
atte aman toes fi Store EA PRN LAN Me Ee 
NS 6 IA NA [| #NA [ PSR ean ee ER BL El ed 

Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2341, closing date January 7, 2005 


Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_ (2) Canadian Corn #3 or #2 (3) US Com (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6 Herring Fish Meal 


B. CASH PRICES AND REPLACEMENT VALUES January 10, 2005 


PRAIRIE GRAINS 

Selected Points Price Basis 10-Jan-05 29-Dec-04 13-Dec-04 . 12-Jan-04 
From: Thunder Bay(WCE) (2) 
Rs 0-9) esd ee ee ee or ee Ce | ee ied DE es Ol 
[ak See: (Cet biriel ge) tat Saat einen eR de Barley ie eat IRAAo, OCIA | ets 14 2,00 eee | Peerth 11250 sims) nee 29.0086 | 
[eS Ta A, GS a | SRO a A= | eT NA TSR Ot NA ES NUA Tarr) NA 
= = Seen Hy eee rk een aie aaa] eee gey ceeded 40, SON [eee 391 SO nee [oes 199,00" |S" 156.395 -—_ | 
[2 ae Sr ANT TS cr ee ei | ere Be Oates Sra | SE N/A N/A eel ame) oe NA ee |: Se ON Ace | 
5 | Be 2 eR AA aE | Ree Batley ae ey ASS Te NR 14493 1 44 81 Ge ES | 
| ie re Ry GR Seay cas | See ga ee [Ae age Date eae ee NAO OAS Or ENA See eee ENAA | 
Bea ee eee eo ea ea ee a ee 
[oe mig Ee By Be a | i he, |e Oat a ae NA 2 ORSON Ar [ed NVA | SONA Se. | 
| eae NS AE eae) SRE OES | oro Bailey 27 ee 167, 00 ael en 66 00 tema] Steel 66:50 tarry |e 183.0067 — | 
| SREP as Reena | Snares eases oe es |r 0 Oat <2 Tre era NA Gee ae N/A See | PoP NV Aae Ree Ea NAGE | 
a ae) ee ae Ge ee eh Dea ee eee ee ee 
| aR ee aed ere ane ate eR Res att ty a NAT at] NA | NA ee | ree NA ee = | 
nk? Se ae Ree hae Bees yo etre’: | apr Barley~ ue giant N/A valle ats N/A oni llye Seek NIA eta] he NVA = | 
2 a Melfort: SK pees ene] ary ai aie oer Sauce Wheat 0s UR mRNA ema LAN NVA aia | ne N/A Sean: | aN A Cae | 
aig a Da | SR eh Rs EO aL tera N/A Ril VAI | PUA | Ss NAS S| 
| Se ae ee ER Track Wren ees ay Barley zen Briel | Se eeNIA term | Rema NU ie | erie NA hg) aN ge | 
2 Bayports Ne Rees aenian| ee Papi ee Bteee dle > | eV Wheat ian tied | NIA 
| a aes Pe ES eas |S Oat! te ee NA | ee eA er NIA eee | ENA oo | 
ae eee See aeeweet | Track 
| Monta OC reenter ear Ge Pr fe Wheat ae 2d | eet NA Te INA Pheer ee NAc eras | > Sai N/Arre | 
| PERE pet ER aa | POS Rae | See Cate in | ENA de ys eee A meer: NAPS ee) -SARENUA >| 
ee se ee Track OAs ee Barley ars | SEANIAD ae | ee NA Come eee N/A> eee | > SEN | 
| set Moncton: NB ana eee Aer irs Sper ser Pe ieat Uk cnet oe NIA, | Dem NAD ee (eee N/A ee | Oe | 
| Se ee | Se ee | Ps at ee Sted | NVA aie Ne (ie NIA | NIA | 
3 ee SE Track See SR RRR eB aitey eas ch NIA ee | SA pee NA | NA «| 
| SecTehro; NS asa estes aw | eke te tor 2 | Wheat, ae S| eNIAe 9 NA NA es NA | 
og Png ie Sie a RAS TY ews PS ea Oat ene rt [aT NTA ee |e NA | earns Are See Sema N/A A ao | 
| iy: ENT ODS [Track 7 Trek via Sydnieyaetis| MENTS Barleyeit aT.) SEesENIA® er eeeaNVA ieee ne oo N/A ca pean SSE NIA | 
| 2 sveStephenvitle, NLS See] gris eet “yo Pa eee Whe ate aiaet eae! N/A, =| eee nN ae a ee NVA eee oe RNA | 
| ae Se ee i A em Cali ee emt uN AGENT: tree RENUA ream nt N/A? Seen teen NIA | 
| ye oe 3 Se ER Oe agin) Se Barto yal ee ee N/A Se ROG NIA Mies] Jem oA Senet [= a NIA. «| 
PEC ie ee eee tee ee ee 
Corn 528 2S Ree | Ue eas. Sar os | 210-Jan-05".|.#29-Dec-04 13-Dec-04 12-Jan-04 
From: + US Lake Port tae set |On' Boand Vessel o= Sirens | rai Seite tem ewe [ee OS OOF! [Lae 105 Siena 105. 0S lene) oe 126 Ate || 
To:>: Montreal; QC (4)pe [Instore Sheeran s > ote PA eee AGI 8103 tae | 1243 en ee 24 07 eae | 14 45 | 
From: {Chicago (ILY a: o° 5 Wee] Tracks eee Te fom ee a | eee en Me 04.62 | 1041820 ee hee. 10 ee | ee 28 Of 
Tose 32 Montreal, QC nea [rack oar Mipenpa pieced 2 [ee SN we OGS Ue feet 33 CB fmt ies LOOM ROIS ee «| 
From: Chatham,ON __— Track aS ae a Ee ee eed De 
To: __ Montreal, QC ITT CK Sey Ce 0 EI S| 8 RB earned 20:36 S| 30;6 ie ee 020 rane | a 2 


Eee en bee 251.10 243.61 319.30 

are ee ee 275.43 267.94 343.63 
Moncton, NB Track es ee ae 294.18 286.69 362.38 

er asa 


297.40 297.40 289.91 365.60 
346.03 


346.03 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 


A. SELLING PRICE OF BULK FEED INGREDIENTS ELECTED POINTS 


December 29, 2004 


SELECTED REFERENCE PRICE (1) PRICE] SOYBEAN] CANOLA | MILL- | MEAT] FISH | ANIMAL] GLUTEN] GLUTEN] FEED | DEHY ae 
Vancouver December 29,2004 [FOB 122.00 N/A | 125.00[ 144.00| —s'[|_ 261.00 [ 165.00 | 112.00] [837.50 [so000; [| | | | 325.00 | 
BC 4) (7) [December 20,2004] sd 122.00] N/A | 125.00] 145.50] | 262.00 | 162.50 | 11200[ | 837.50 | 50000; | ‘| | | 325.00 | 
Calgary December 29,2004 [FOB «| 104.00[ N/A | 110.00 140.00] | 26050 | | [125.00] 975.00 [535.00 | | | | 300.00 _| 
AB 4) [December 20,2004 [| —S—C*d; 1004.00 NVA | 110.00 140.00] | 25800 | =~ | ~—S—s«*d' 125.00] 975.00 [ 53500; | | | | 300.00 | 
Saskatoon December 29,2004 [FOB «|: 83.50 [123.00] 93.50 [135.00] —s | 265.00 | N/A | —s«[140.00] N/A [535.00[ | | 115.33] | 350.00_| 
SK 4) [December 20,2004] C*;:«83.50 | 123.00] 93.50 [ 135.00[  —[ 26650 | N/A | [140.00 NA | 53500] | [115.33| | 350.00 | 
Winnipeg December 29,2004 [FOB | 126.50 140.00] 110.00] 117.00] ~—s | 243.50 [| N/A |[ —«[290.00/ 97250 [ 51500, | | | | 315.00_| 
MB AS December 20;200ds|a meee (128/50'[-140,00 }°111.00:] 117.00] “=: |4245.00 [a NIA = [1 5 [200.00[972.50 [515.007 ° =a © [fe = [7 oe) 315.008! 
Thunder Bay i reiher ge Oorailn store me a1. 105.00) WAT (8109.95) Pais) ay) |i we tte [el | ee lee ea © Cop ear) eon |e ae”: bce ee eee 
Maeate a Deeper 2020 ater ewe Ye <101.00'| SINVAM 109.95 1 ac ee | te |S os | | eS A ee | ee 
Lake Ports eeelineti es 20ats | On. Boardiny| Ween | Gage me [re Wren 1105103 |e |S: ae | ee ee [ad ek | ees Pee 8 he i | eee eee 
USA yd sd i De] ed pd a Te ed ee a Od ed Me ee ee Ee 
Bay Ports Becrnbery 00s Otore mmnne(192-00 | 205.00 |£150:00 [t= oe | Saban |e eo | ee we ee es el | ee ee ee 
ON ee eS ho oy pel EP De Eo ee dS a ed od ee ee ee ee ee 
Chatham Pecetibe noe aC eee aaa | Wee | ee oe |) 106933'| 8. a] Se ee Sea Se to es le) el ee [te |e er eer ee eee 
ON Ecenirce 20 20015 eam [Oe | es |S | 104736:| Fat |e Se eee ee: ite et le | | | oe Se es] ee ee 
Toronto Deceiver 29.2008, [N/A mame sere | Pease esis | 955 FORs| = eee elt. | 168,00 FaN/A -)| 460,00 |:425.00'] 114.005] ms | 265008] 300,000) 
ON Seer ier 20000) 18 | ee eet ee | Ona es | oN | S| | ee oe ok fe [168/00 | N/A 3] -460.00:| 2425.00 174.00: | me 2 2 285001 S200 00m 
Hamilton ime 200 INI ee ae | ee [been oa | Sea 8243.61 ENA S| be |e oot) eet 1) be [ee ele | ee | eee 
Pie oe is Ao eg [EE ee Bee ds ee ed ee ee ee ee ee ee ee eee) 
Eastern SS Sa geet ee I Ee ee Ee De ies ce ee aie OE eee 
ON ie rhe 00008) | ee meres | are e | Maree) Serta at <0 100.) wma | Fee Se alee GB) epee tee S[k ee le ee ee | ee 
London ue OS (eer es I Ee ee a ad a a a | ee Pe ee ee | eee 


ON 
Port Colborne 


December 20, 2004 
December 29, 2004 


es LO ee EB ed 9 Da ee Ce ee ee ee I eee) 
or ae aa Ea a ee Be es ee ee ee eee eee 


ON PE a ee EE) ae ae ee ee ee ee a ee ee 
Cardinal EE ES CELE Ca Ea a ee ed ee | ed Be ed 
Noe ab CS a0 S Be ee a a ee) a ed ee ee ee ee 
Montreal December 29,2004 |__| 133.00] 150.00] 149.00] 128.00] __|_ 251.83 | 176.25 | 93.67 | 168.00] 850.00 | 419.00| 425.00 | 114.00] | 270.00 | 310.00 _| 


QC 5) [December 20,2004 | | 133.00 | 125.00] 150.00 | 128.00 | FOB | 252.70 | 176.13 | 96.67 | 168.00] 850.00 | 413.00] 425.00 | 114.00] | 270.00 | 310.00 _| 
Beier a easter 29 OCs ri otore sega |e a, 50] ame 8147.90: | 1058110] Sets | oe ee ge ee Ss fe | ee ee | ee eee 
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ey | ed Be ed Be ee ee ee ee 
pepe s 10057) 422.40 [8147.0 1h) 122/698 BS 8 | 3251, 10% |e da | ke a | Ok ne A A Se ee | ee | ee ee 
a Eo 
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In-Store___| 132.50] _N/A_| 163.88 | 120.70 | EPR EES Das 2 ees a a ed Be ae eee 
pt 130.83] N/A _| 164.63 | 120.37 | Fea ee Daan ed ed eed Re Ge ee ee Re | 
December 29, 2004 [Track [156.19] | 166.48 | 166.59 | 279.814 [9203 63ie [awe 223.55 |e] 1505.00] eae] © eae aes eee ee |e 
December 20,2004] 1 156.19] | 166.48 | 166.53 | FOB | 280.86 _| 20363 | [223.55] | 505.00] | | | 310.00 
re) COE Valera mai ae Am NAR ID NAS SANIAB| 8 Si oer Ft pipet [rep eye | ee | a” | oe | ee | a ee eee 
Sierra ea 20 SOURS aire ereies | EN AME RN Ae IBS NIAS | SENIA St Pete [ah Be Se es | | eae eae ee al eee ee | eee 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2295, closing date December 24, 2004 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.gc.ca N/A = not available 


Halifax 
NS 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_ (2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal 


B. CASH PRICES AND REPLACEMENT VALUES December 29, 2004 
Selected Points Price Basis 29-Dec-04 13-Dec-04 29-Nov-04 29-Dec-03 
From: Thunder Bay(WCE) (2) _ [In-Store 
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aes Se Track Sele eee. |e Batley Sve | Se NIAmeSe [ere N/A [NIA Sanat | NIA Maton] 
x alt Montreal? QC sees ile, 9 | ieee sey enema oe rareett| Poets =k Wheat Sehr [emir N/Aeee = [eres NIA eet | eA | IN A | 
|) eee LEST OE See aed] OY See porate SE | nee Be Oale ye ee NIASE | CRNANIA OP RID as NAM eee | A Nee N/A 
[ 0 ENE Toes = pee PY Track ee ree wa es ER Barley B29 SF | Ee NIA | ENE NIA Sree ne NIA ae ee |e aN Ae 
5 Monclon NB & Sacer] Vane tee APES ee ser] OPER Wheat Meare is NIA et = | Oe UNA ean | en eA eas ee | Sere N/A | 
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289.91 289.91 278.00 388.00 
Stephenville, NL Track / Truck via Sydne 338.54 338.54 326.63 436.63 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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CANADIAN PULSE AND SPECIAL CROPS INDUSTRY: 
SITUATION AND OUTLOOK 


Canadian pulse and special crops production more than quadrupled since 1991-1992 as producers diversified into 
alternative crops to improve their income. The increased production resulted in an expansion of the pulse and 
special crops handling, marketing and processing industry. This generated increased employment and secondary 
benefits, especially for the rural areas of Canada, where most of the expansion took place. This issue of the Bi- 
weekly Bulletin examines the situation and outlook for the Canadian pulse and special crops industry. 


Government 
Publications 


PRODUCTION 


Types of Pulse and Special Crops 
Produced 

Canadian pulse and special crop production 
is very diversified with more than 

twenty crops produced. The term pulse 
crops refers to dry peas, lentils, dry beans, 
chickpeas and fababeans. Special crops 
include mustard seed, canary seed, 
sunflower seed, buckwheat, caraway seed, 
coriander seed, borage seed, safflower 
seed, millet and hemp. 


This article concentrates on the four largest 
pulse crops, dry peas, lentils, dry beans and 
chickpeas, and the four largest special 
crops, mustard seed, canary seed, sunflower 
seed and buckwheat, produced in Canada. 
Canadian pulse and special crop production 
is concentrated in Alberta, Saskatchewan, 
Manitoba and Ontario. Production of dry 
peas, lentils, chickpeas, mustard seed, and 
canary seed is concentrated in 
Saskatchewan, whereas production of 
sunflower seed and buckwheat is 
concentrated in Manitoba. Dry bean 
production is mostly located in Manitoba, 
Ontario and Alberta. 


Within the major crop categories, there are 
several types produced, including the 
following: dry peas - yellow, green, small 
yellow, maple, marrowfat; lentils - large 
green, medium green, small green, red, dark 
green speckled, brown; dry beans - white 
pea, pinto, black, dark red kidney, light red 


kidney, white kidney, cranberry, small red, Great 
Northern, pink, brown, azuki; chickpeas - large 
kabuli, small kabuli, desi; mustard seed - yellow, 
oriental, brown; sunflower seed - confectionery, 
oilseed; canary seed/Canario. Canario is a 
glabrous or hairless type of canary seed 
developed in Canada. 


Growth in Pulse and Special Crops Seeded 
Area and Production 

Canadian seeded area for the eight major pulse 
and special crops increased by 256% from 0.93 
million hectares (Mha) in 1991-1992 to 3.31 Mha 
in 2004-2005. During this period, total pulse crops 
seeded area increased by 311% from 0.62 Mha 
to 2.54 Mha and total special crops seeded area 
increased by 146% from 0.31 Mha to 0.77 Mha. 


Canadian production of the eight major pulse and 
special crops increased by 313% from 

1.27 Mt (million tonnes) in 1991-1992 to 5.23 Mt 
in 2004-2005. Although production trended 
upwards, there were some years of lower 
production caused mainly by unfavourable 
weather. During the 1991-1992 to 2004-2005 
period, wheat production decreased by 19%, 
coarse grains production increased by 21%, and 
oilseeds production increased by 79%. Pulse and 
special crops share of the total Canadian grains, 
oilseeds, and pulse and special crops production 
increased from 2% in 1991-1992 to 8% in 2004- 
2005. Dry peas accounted for most of the growth 
in production, increasing by 714% between 1991- 
1992 and 2004-2005, while lentil production 
increased by 180%. 


Agronomic Limitations and Benefits of 
Pulse and Special Crops Production 
Production of the various crops is limited by 
climatic and soil conditions. Crops such as dry 
beans and chickpeas require longer frost free 
periods and more heat than crops such as dry 
peas and mustard seed. Crops such as dry 
beans need adequate moisture later in the 
summer than shorter season crops. Crops 
such as lentils and chickpeas do not tolerate 
excessive moisture. Therefore they are best 
suited to the brown and dark brown soil zones 
in Saskatchewan and Alberta. A further 
limitation for some crops is the limited 
availability of products for weed control. 


Pulse and special crops fit well in rotations 
with other crops. Their production increase 
has proven to be valuable in crop rotations 
which help to control weeds, diseases and 
insects, and improve soil texture and fertility. 
Pulse crops, when properly inoculated, are 
able to fix a large portion of their nitrogen 
requirements. The nitrogen fixed by pulse 
crops, which is not removed with the 
harvesting of the seed, is also available for 
use by other crops the following year. Growing 
pulse crops in a rotation can result in yield 
increases for following crops. However, the 
nitrogen fixing ability of pulse crops varies, 
with fababeans and dry peas having the 
highest ability and dry beans the lowest. 


MARKETING 


At the world level, Canada is the largest 
producer of canary seed and dry peas and the 


Canada 


largest exporter of dry peas, lentils, mustard 
seed and canary seed. 


Marketing Methods 

In Canada, there are approximately 100 
dealers buying pulse and special crops from 
producers, ranging from small family-owned 
businesses to large companies. Since many 
dealers have more than one location, the 
total number of plants receiving at least 
some pulse and special crops is in excess of 
300. 


There are no futures contracts available for 
pulse and special crops in Canada. 
Production contracts are available before 
seeding which normally guarantee a price for 
part of the production. Deferred delivery or 
forward pricing contracts are available for 
most pulse and special crops, under which a 
producer can lock-in a price for future 
delivery. The remainder is sold at spot prices 
at the time of delivery. There are also 
several voluntary marketing pools. A more 
recent innovation in the marketing of pulse 
and special crops has been trading on the 
Internet where bid and ask prices, delivery 
locations and time frames for delivery are 
posted. The buyer and seller then negotiate 
final conditions before the sale is completed. 


Price Determination 

An important factor in price determination to 
the producer is the cost of freight to 
domestic and export markets, since the price 
paid to the producer depends on the price 
received by the dealer, less freight and 
handling charges. Since the majority of 
Canadian pulse and special crops are 
exported, Canadian prices are dependent on 
the value of the Canadian dollar and world 
supply and demand. For feed peas, the price 
is also influenced by the prices of alternative 
sources of protein meal and feed grain. 
Regional supply and demand considerations 
also affect the price received by the 
producer. 


Handling and Transportation 

Pulse and special crops are delivered by the 
producer to the plant or the dealer sends a 
truck to load the seed at the farm. The plants 
are normally designed to handle one or more 
kinds of crops. In some cases, such as for 
feed peas, grain elevators also accept 
deliveries. Deliveries are made throughout 
the year based on spot prices or conditions 
set under production or deferred delivery 
contracts. 


Transportation from the dealer’s plant to the 
customer in the same region is generally by truck. 
Railways are used extensively for shipments to 
customers in North America and for shipments to 
ports for overseas customers. Feed peas, 
sunflower seed and some food peas, lentils, 
chickpeas, canary seed and mustard seed are 
shipped bulk in railcars, but the rest are mostly 
shipped in containers. The containers can be 
filled bulk or with seed packed in bags. The 
containers are trucked to the railway’s closest 
container terminal. They are then transported by 
rail directly to the customer, if located in North 
America, or to container terminals located at 
ports, for overseas shipments. Containers can 
also be trucked to the appropriate port terminal 
for loading on ships. Some crops are shipped to 
ports in bags loaded in rail box cars or in trucks, 
bulk in hopper cars, or in intermodal domestic 
containers. They are then transloaded into ocean- 
going containers at ports. 


Facilities have been developed at the port of 
Vancouver for the soft handling of bulk dry peas, 
lentils and chickpeas. Canadian pulse and special 
crops are normally shipped through Canadian 
ports along the west coast, Vancouver and Prince 
Rupert, Thunder Bay, Montreal and other ports 
along the St. Lawrence Seaway, and through the 
northern port of Churchill on Hudson Bay. 


Domestic Use 

The largest domestic use of pulse and special 
crops is for livestock feed. About 90% of the 
domestic use of dry peas is for livestock feed, 
mainly in the Prairie provinces and mainly for 
feeding hogs. In addition, some low quality lentils, 
chickpeas, fababeans and dry beans are also fed 
to livestock. Another significant use is for bird 
seed. Canary seed is the main crop used for this 
purpose, along with some sunflower seed, 
safflower seed, dry peas, buckwheat and millet. 
The food market consumes a small but significant 
portion of pulse crops, mustard seed, sunflower 
seed and buckwheat. An additional domestic use 
is as seed for planting. 


Exports 

Canada exports pulse and special crops 
throughout the world. About half of the dry pea 
exports are for livestock feed and half for food. 
Canary seed is exported for bird seed. The 
remainder of the pulse and special crops are 
exported for food. Dry peas are exported mainly 
to Europe (largely for livestock feed) and to Asia 
(principally for food), although North and South 
America are also important destinations. Lentils 
are exported mainly to Europe, the Middle East, 
northern Africa, and North and South America. 
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Dry beans are exported largely to Europe and 
North and South America. Most chickpeas are 
exported to the Indian sub-continent, with the 
balance going to Europe, the Middle East, 
northern Africa and North and South America. 
Exports of mustard seed are primarily to 
Europe, Asia, and the US. Canary seed 
exports are largely to Europe and North and 
South America. Sunflower seeds are exported 
mainly to the US, with the balance going 
mainly to Europe, the Middle East and central 
America. Buckwheat is exported primarily to 
Japan, the US, and Europe. There are also 
exports of products processed from special 
crops, such as bird seed mixtures and roasted 
sunflower seeds, and pulse and special crops 
seed for planting. 


Canadian export earnings from the eight 
major pulse and special crops increased 
rapidly from $0.3 billion in 1991-1992 toa 
peak of $1.15 billion in 2000-2001 and 2002- 
2003. Since then, the value of exports has 
stabilized at about $1 billion per year. 


Canadian Grain Commission (CGC) 

The CGC establishes quality standards for the 
following Canadian pulse and special crops: 
dry peas, lentils, dry beans, chickpeas, 
fababeans, mustard seed, sunflower seed, 
buckwheat and safflower seed. Additionally, 
the CGC grades and certifies export 
shipments. For canary seed, the CGC does 
not set grading standards, but analyses 
samples for dockage. 


The CGC also issues licenses for grain 
companies, although not all pulse and special 
crops dealers are licensed by the CGC. Grain 
companies licensed by the CGC are required 
to provide security, in the form of a bond or 
letter of credit, to the CGC to cover their 
liabilities to producers in the case of financial 
failure. The CGC fixes the amount of security 
to be provided based on the liability of the 
grain company to eligible producers. 
Producers are not charged directly to cover 
these costs, but it is reasonable to assume 
that the cost is passed on by the grain 
companies to producers. Western Canadian 
producers selling pulse and special crops 
which are covered under the Canada Grain 
Act are eligible for compensation from the 
security, if the grain company runs into 
financial problems, up to the value of the 
bond. 


Pulse and special crops covered under the 
Canada Grain Act are: dry peas, lentils, dry 


beans, chickpeas, fababeans, mustard seed, 
sunflower seed, buckwheat and safflower 
seed. 


For further information on grain company 
licensing, or to access the Official Grain 
Grading Guide, please visit the CGC 
website: www.grainscanada.gc.ca 


PROCESSING 


The Canadian pulse and special crops 
processing industry is very diversified and 
located throughout most regions of Canada. 
Primary processing involves receiving, 
cleaning and quality sorting of seed. 
Secondary processing involves preparing 
seed for use by the consumer and normally 
secondary processing occurs in a different 
plant from primary processing. 


The largest secondary processor is the 
livestock feed industry, which consumes an 
increasing volume of dry peas, as well as 
some lentils, chickpeas and fababeans, 
mainly in the Prairie provinces. One use of 
dry peas in livestock feed is a mixture of two- 
thirds ground peas and one-third canola 
meal. Although canola meal is an excellent 
source of protein, it is low in digestible 
energy. Peas have high energy digestibility, 
and the amino acid profile of peas, which is 
high in lysine, complements the amino acid 
profile of canola meal, which is high in 
methionine and cystine. These amino acids 
are essential in diets for good growth. 
Another feed product is an extruded blend of 
ground dry peas and canola seed. In 
addition to the two ingredients 
complementing each other, the high oil 
content from the canola seed is a readily 
available source of energy. 


The bird seed industry uses canary seed, as 
well as sunflower seed, safflower seed, 
millet, buckwheat and dry peas in feed 
mixtures for pet and wild birds. 


Secondary processing includes the splitting 
of dry peas, lentils and chickpeas; as well as 
canning, dry packaging, and the production 
of soup mixes, dehydrated products, gluten 
free flour, precooked and individually quick 
frozen products, soups, stews, and snack 
food. Dry peas and beans are also 
processed into components such as pea 
fibre, flour, starch and protein concentrate. 
Additional products of dry beans are refried 
beans and bean paste. Mustard seed is 


processed into flour and condiments. 
Confectionery sunflower seeds are used 
extensively for snack food, such as roasted 
seeds, and dehulled for use in baking. Buckwheat 
is milled into flour, groats and grits which are then 
used for baking, noodles, hot breakfast cereal or 
pancake mixes. 


ECONOMIC IMPACT 


Adaptation and diversification into pulse and 
special crops production has provided producers 
with a potentially higher priced alternative to 
traditional cereal grain crops and allowed them to 
spread risk over a greater number of crops to 
improve their earnings. Producers have become 
capable growers of pulse and special crops, 
allowing them to diversify even more when new 
markets arise. An additional benefit has been, via 
alternative crop rotation patterns, improvements 
in weed, insect and disease control and the 
resulting savings in input costs. Also, nitrogen 
fertilizer costs have been reduced in pulse crops 
production. 


Farm cash receipts for pulse and special crops 
increased by 223% from 1991 to $0.83 billion in 
2003, while receipts fell by 7% to $2.47 billion for 
wheat, increased by 27% to $1.44 billion for 
coarse grains and increased by 129% to $2.72 
billion for oilseeds. However, the receipts for 
pulse and special crops are only for the seven 
largest crops and the total receipts would have 
been higher if all pulse and special crops were 
included. 


The increase in production has also benefited the 
general economy through the handling, 
processing, and transportation industries, mostly 
in rural communities. Direct employment by pulse 
and special crops dealers is estimated at about 
2,500 employees. In addition, pulse and special 
crops contribute to employment in grain 
elevators, in transportation, transloading, port 
terminals, manufacturing of bags and other 
containers, in secondary processing, in 
manufacturing of inputs and inoculants for pulse 
crops, and with suppliers of seed for planting. 


2005-2006 OUTLOOK 


Canadian production of the eight major pulse and 
special crops is expected to decrease in 2005- 
2006 due to a decrease in seeded area and lower 
trend yields for most crops. For further 
information and periodic updates please check 
“Canada: Pulse and Special Crops Outlook” at 


www.agr.gc.ca/mad-dam/ 


LONGER TERM OUTLOOK 


Production and Use 

Canadian seeded area and production of 
pulse and special crops is expected to 
continue trending upwards moderately during 
the next decade because of improved 
varieties resulting in higher yields, increased 
seeded area because of the willingness of 
producers to continue diversifying out of 
grains in the Prairie provinces, and increasing 
demand in Canadian and world markets. The 
level of the increase will depend on returns 
from pulse and special crops relative to grains 
and oilseeds, moisture conditions, carry-in 
stocks, crop rotation considerations and the 
producers’ ability to diversify. Most of the 
growth is expected to be in Saskatchewan, 
due to its large land base and the continuing 
development of varieties suitable for 
production in that province. Most of the 
production growth is expected to result from 
increased seeded area, but average yields are 
also expected to continue trending upwards. 


The US Farm Security and Rural Investment 
Act of 2002 (FSRIA) included dry peas, lentils 
and small chickpeas under the loan program 
for the first time. Since then, US production of 
dry peas and lentils increased sharply which 
increased competition for Canadian dry peas 
and lentils in world markets and pressured 
Canadian prices. If US production continues 
to increase, it will further increase competition 
for Canadian dry peas and lentils, and 
pressure Canadian prices. Lower Canadian 
prices would limit the expected upward trend 
in Canadian production. 


The future trends for the ten years following 
2005-2006 for specific crops in Canada are as 
follows: 


Dry peas - Production is expected to trend 
upwards moderately due to increased demand 
in both feed and food sectors, the 
development of improved varieties and their fit 
in rotations with other crops. Canada is 
expected to continue to be the largest 
producer and exporter of dry peas in the 
world. New export markets for feed peas are 
expected to be developed, especially in 
eastern Asia. 


Lentils - Production is expected to trend 
upwards moderately with increased world 
demand, a large area of land suitable for lentil 
production in the Prairie provinces, especially 
in Saskatchewan, and the development of 


improved varieties, as well as agronomic 
improvements. Canada is expected to 
become the largest producer of lentils in the 
world and to continue to be the largest 
exporter. 


Dry beans - Production is expected to trend 
upwards moderately, with most of the growth 
in Manitoba and Saskatchewan. 
Saskatchewan is expected to become one of 
the main dry bean producing provinces, as 
shorter season varieties become available. 
The growth is expected to be mainly for the 
coloured types. Canada’s share of world 
exports is expected to increase, in line with 
the increased production. 


Chickpeas - Production is expected to trend 
upwards, but the growth in production will 
depend on the development of shorter 
season and more disease resistant varieties, 
which will enable the crop to be grown over 
a larger area and reduce production risk. 
Canada is expected to increase its share of 
world chickpea production and exports. 


Mustard seed - Production is expected to 
increase slowly because the market is 
limited, but Canada is expected to continue 
to be the largest exporter. 


Canary seed/Canario - Production is 
expected to increase slowly, unless other 
uses are developed which increase demand. 
Research is underway to develop markets 
for Canario as a human food and for 
industrial uses, such as cosmetics. If the 
research efforts are successful, the demand 
for canary seed will increase faster and lead 
to larger growth in production. 


Sunflower seed - Production of 
confectionery seed is expected to grow 
moderately in line with the growth in 
demand. Oilseed sunflower production is 
also expected to grow, but the rate of growth 
will depend on the price for vegetable oil, as 
well as the growth in demand for bird seed. 
An additional factor is the growth in demand 
for NuSun, a mid-oleic sunflower seed, 
which has a low saturated fat profile. NuSun 
production has been expanding in the U.S. 
because of a strong demand for NuSun oil. 
A continuing strong increase in demand for 
NuSun oil and attractive prices would result 
in a faster increase in Canadian oilseed 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to 
Market and Industry Services Branch (AAFC), 


sunflower production and possibly a return to 
sunflower seed crushing in Canada. 


Buckwheat - Production is expected to grow 
slowly until new higher yielding and more frost 
tolerant varieties are commercially available. This 
development is expected to encourage larger 
production. Research is underway to develop 
uses for buckwheat in the pharmaceutical and 
nutraceutical industries, which is expected to 
increase the demand for buckwheat. 


Other - Production of smaller area special crops 
such as spices, herbs, spelt, kamut, quinoa and 
hemp is also expected to increase over the next 
decade. However, the market for these crops can 
be oversupplied very quickly. Therefore, they will 
be important crops to some producers, but the 
total seeded area is not expected to become 
large. 


Processing 

The primary processing industry for pulse and 
special crops is expected to grow slowly due to 
the rapid expansion in the late 1990's and early 
2000's. The primary processing sector is 
undergoing consolidation in Saskatchewan due to 
the rapid growth and lower crop production during 
2001-2002 to 2003-2004 caused by unfavourable 
weather. 


The secondary processing sector for pulse and 
special crops is expected to grow faster than the 
primary processing sector, as it is not as well 
developed as the primary sector. Increased 
secondary processing is expected in all areas, 
food, feed, bird seed and industrial. The 
secondary processing sector is expected to 
become more diversified, with a larger range of 
products produced. Increased secondary 
processing is expected to increase domestic 
consumption and increase exports of semi- 
processed and consumer ready products. 


Identity preservation 

In the production and primary processing sectors, 
identity preservation and traceability for 
shipments is expected to increase in response to 
consumer demand. 


Research 

Research is continuing to develop better 
varieties, and improve disease, weed and insect 
control. Research on developing new products 
from pulse and special crops is also continuing. 
This includes research on feeding to livestock, 


the pharmaceutical and nutraceutical 
potential, and food and industrial uses. 
Researchers and industry representatives 
from Canada and several other countries are 
in the process of developing international 
standards for the identification and testing of 
pulse crops. Testing methods are being 
developed for such traits as colour, texture, 
taste, cooking time and splitting and milling 
ability. 


For more information, please contact: 
Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 


E-mail: skrypetzs@aqr.gc.ca 
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A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS January 24, 2005 

REFERENCE ee Tie ee es lca PRICE] SOYBEAN ae al ieea PRs hee | ANIMAL] GLUTEN] GLUTEN] FEED | DEHY | FEATHER 

PERIOD BASIS | WHEAT| OATS | BARLEY| CORN | BASIS| MEAL MEAL | FEEDS | MEAL | MEAL al le ALFALFA] _ MEAL 

FOB 1 122.001 NA | 125.00] 142.00] | 264.00 | 151.00 | 115.00] | 850.00 |soooof [| | | | 335.00_| 

1499.00] N/A] 125.00 | 140.00 | | 262.00 | 151.00 | 117.00{ | 850.00 | 500.00 [| | ~~ | ~~ *d 325.00__ 

FOB 1104.00] WA [112.00] 140.00[ | 26650 | |_| 65.00] 975.00 | 535.00 [| | ~~ | ~~ 310.00 __ 

1} 104.00 | NIA | 112.00] 138,00] | 266.50 | |_| 165.00 975.00 [535.00] | «| | | 300.00 

FOB. __| 85.00 | 134.50| 92.00 | 130.00[ _—i|_-264.00 | N/A [| 180.00 NA |53500] | | 11as3| —*|_—-360.00_| 

|__| 83.50 | 131.00] 93.00 | 133.00] _—i|,_- 269.00 _| N/A io. [160.00 | INAS [9535100'| 5 Sue [oe [ate 00 eae ee oe 

FOB. __| 129.00| 140.00] 111.00] 115.00[ —|_- 242.00 | N/A -___} 290,00] 1007.50| 51500] | -+| «| dS 340.00 

T= 126.50 140.00] 110.00] 116.00[ |, 248.50 _| N/A a © | 290.00/ 109250 '| 515.00 [eee | | ee we ee ee Oe 
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ON Sct ee Alea koe |aceale ee )u S[ue ss [os 22) oo _ 6 1168.00 [NIA 9] 440.00]428.007| 11400 | ee Ben | 300.00 _| 
amiton Panam 36 2008 FWA ff _}_1____ TE ee a ea ree 
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St. Hyacinthe QC |January17,2005_ [| ——=i|: 143.97 | 123.20[ 145.23 | 116.78 | | 247.83 i 6 eee ee en ee Se eae 
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NS Manuary 17,2005 | —=—s«(’ 155.86] —S—sd|;« 166.48 | 165.48 | FOB | 283.93 | 203.63 ee Fs En ee ed en 
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Halifax January 24,2005 [In-Store __— | N/A | N/A_| N/A 05 haat Star Paes ee 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2212, closing date January 21, 2005 


Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Wester or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS. (2) Canadian Corn #3 or #2 (3) US Com (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein Fish Meal Basis - Cash Price WCE) (9) Oats 3CW 


B. CASH PRICES AND REPLACEMENT VALUES January 24, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 


2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

plus the full transfer costs including duty and exchange where applicable 


Replacement values reflect quoted cash prices at shipping points 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS January 10, 2005 
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Bree yee a eisaer 10200578 [ine Storeas e102. 00'PEN/AP 1110.60 [2 Tara] i | ee (eis 2 ale ce Mahee lee [em es|s ae |e 
OM a) fanaa os fo —Hroroo| Wass} —_} — — —f —}} FF 
Lake Ports LOT ee aL 2) Ee a ee a ee ed ee ee ee 
USA) franco veneer [| | — set | —f —f$ —_f fF — 
Bay Ports UT ET] (SE ee a a ee PE ee 
ON pana ps] —T5.00[ soe00 | ts000f-——-—- —} —- — f+ —} —} fff 
a oo ReaD EEE IL Se Ee a a ee a ee ee es ee ee (ee es 
ON Ce ae aS ae ee ee a ed ee 
Toronto January 10,2005 [NWA fT op 68:00 WA [460.00] 425.00 [114.00 | 265.00 | _300.00_| 
ON 5) banana es PF ia ae fren [t 2es.oe | anno 
Hamilton CE OE) a ed a De ee Ms ee Oy ed Ce ee ec 
ON ioe Ea EL Le a ae Me ed ee 
Eastern CSE TE ee eS a Ss ee 9 eT es 
ON EE SE) eS CD a TC Ce 
London eg oe OD eee ed | eeemee | nea | See Streets | [| SP eee se Se |e | 5.00 [211400 eee | 
ON pat Oe a a a a a ee ee ee ee ee ee ee ee) 
oi meg ag 1200508 | OB ees eee) ee SS Pe 8 | e780 ee [425100 [114.00 |e ae |e pd 
ON Coon IES SLs Ee a ee se Ee 2 ee ee Pe 
Cardinal eee 05 BOD aes i) ee |e |e | Ss SS a De |e [249500 1114.00 |e ey [ee 
ON ee a a ee ee ee ee ee Se 
January 10,2005 | [133.00 150.00] 149.00] 129.00] | 258.57 [177.88 [87.33 _[168.00[ 850.00 | 424.00[ 425.00] 114.00] __—'| 270.00 | 310.00 | 
| | 133.00 | 125.00] 150.00 | 128.00 | FOB | 252.70 | 176.13 | 96.67 [168.00] 850.00 | 413.00[ 425.00 [114.00 | _—*|-270.00 | 310.00 _| 
ZS Be Ee SS ee ee ee a ee 
C2 SS ETC Saeed Ee el ee ad es ee 
St. Jean QC (2) [January 10,2005 [FOB i 134.99[ 123.24] 140.45 | 12268[ [26342 [TT CUT CUCCUCC™CdEC“C(’®’N’N’T S&S[L' “C(;*~CSdSC(‘(CCrSCOC(<C;éi*dY 
ECs Ee Sr CM 
Quebec ie OO Saag eStores eae 31.00 |N/A} 0165,42!|128.48.] 22] 261,72 4|e | A [|e | ee | | a | 
QC eit OS ees | 190.03.) NIA |6164.63:)1120.97 [eee | 2511 e|eemeen| SSC | eo fe eel ef lS | ee 
Truro Yatsuary 10,2005" S| Track 7 = [450.19] = [466.48 [166.23[ | 279.81 [203.63 | f22356]— Ss S000, Sd fn 1000 
NS anuary 42005 | Ss 156.9] i 166.48 | 166.53 FOB | 280.86 [ 20363 [[22355[ —*([ 505.00 | | ‘| ‘| 310.00 | 
Truro January 10,2005__ [Water | N/A | N/A [| N/A [ NA [| Lea Sara ae a Da ee ee i 
January 42005 |& Truck] N/A [ N/A [ N/A [| NA [| ee | Ri ie ee ee Le 
January 10,2005 |In-Store__ | N/A _[ N/A [ N/A | 460.00] | 0 297.5 7 ee eee Ea ee 
6) [January 42005 | NVA NA | #NWA [| 0 7 Se ee ae a | 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2341, closing date January 7, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


Protein (5) Fish Meal 60% Protein Fish Meal Basis - Cash Price WCE) (9) Oats 3CW 


1) Wheat 3CWRS_ (2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% 


B. CASH PRICES AND REPLACEMENT VALUES January 10, 2005 
This week Last week Month ago Year ago 
Selected Points Price Basis 10-Jan-05 29-Dec-04 13-Dec-04 12-Jan-04 
ee = Wheat “7. 
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: 
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From: Thunder Bay(WCE) (2) _ [In-Store Wheat 
Beer eh a es a ee ed Ee ee ee ee 
BPE BY a ee La ee Ee ee 
To: _Bayport,ON (1) 
| eyes ae SP ESAS, ee eee We a) see (SEOs a RNA ESN |e ee NA is Se NAL | 
[ENS DY ed STE Oak | EATOT Ee Lt Seacer al OE EN arioy mote Dak 140 500s NI GOU ena ao 6ome. [Lane 156.30. 
| tt Pe Oe ee ee Cet | eee Oat Lio. (Mia N/ Alban De eee NAN EET ae= WAS. 
Bisa SE ee Ee se ae Pe Se ee ee ee Pa Pe ee 
| Moncton,NB | Truck via Halifax 
| See ee ae a |e ieee ea Oat SOON Pe NAN RNASE ACen: ENA | 
ae as Fe So) ed (ee es eC 
| ON eee Pe ai es | Fate |e NAS Sl eee NAG Oe] cham AGEN | ASR NIA? | 
Se ee a ee ea eA a el 
| es ee a See. So ee 3 | ee Oat a9 St* [eA | NA | ee NA a |e NAR | 
ae ad a eed ee es i ee 
| Saee" s Serb ae aN eee ee eres | Os Oat | NIA a SNA Oe ENEKNA => 25] Be NAMY | 
ee Ee oa EE eR ee | Se A aridy st Ge | PENTA a ENA Ba] NASER |” ENA | 
| SO MaliGrt, Ska eee = | Sa ire ar | Weta savheatranm o>! NAST (| ea NAG | NAGM an | se BEeNiARe | 
2 a el) Cerne ais S| AINE. 5 te NAS S| PENA ee NAc: | oo NARS | 
| Se ea Track 
| Sa Bayport ON seams aan Senay me Tenn TRaY | MMU heat immer | kemetUAy> =| omRIN/AGNS| SRR ON/AGREE| Sema NIARET In | 
Er Se ae a or en et Ee es en ee 
te ee eee rack Abts Kees | RO Say el. |e NA Sell er N/A NA os ae ee NA 
| = Montreal Cem See ae | os eases ae at | ne TWheatenuin| PAR N/A Ress LE NVA] SPaEN INAS es CNA | 
| See ee Pa | See ae ee eo Sete Osteee) [Pes VAIO ceaNAG ed] PN Ae os ae Ae | 
Be i ee) ee a ee a ee 
| Py Motictony NB ia swe | Rae Ree 2 Sa RW BR Wheat let ee | So N/A pen N/ARanNL| SSRMRN/A Sade |S a NAR 
Be Se SS Be ae ee) i ee ee ee Pe 
| | Seely een Tracks Bienes eo 7e wie We Baioy a oS NIN le NIA wae | em NIA | RENAE 
| SST nuro; NSP Rea FES Tees Ap OE EN Whoatin tl [NSaRN/AT OS™ | ceeey NAIR Cea aL N/AUaP as | Seem y Amin >| 
ES MOS ey, | TSE yi SE As eee Oaths oc or || TR N/A eae ee INAS SEAS N/A Rn | EN Nee =| 
oS SS ree 9 Track Trickvia' Sydney teak | mee Barleysmnnn es |e em NAG |r eI N/Amaees| St N/A aeDR Son UNIVE S| 
| <>. Stephenville; Ni owaiaek| eae eee een Wheat can | aaah AG ce aN/AN 1 et NAcaee | DINARS 
a Se a a ee ee ee ee eae ee ee 
BEE) Sei ee 2 ee a PILE nee Ge ee a ae ee ee eee 
SUG 2 Sa be Da a ee |e ee ee es Py ee 5 er) a 
Soa SS er, 2 eae ee | 
Comnig, = So SU ee ae ec ea eS |10-Jan-05:|409-Dec-04 13-Dec-04 12-Jan-04 
From: USLakePort [On BoardVessel | C™~—“*;‘“*S*é*drSC*i‘iWC:SC«d|SCsi«0531—~—s«|~SSs«é052«C03—~—SC«dSCs*“‘VQOOOC*” 
To: Montreal, QC (1) __[In-store (SI aan Eee Se ee el ee 
rom: Chica go (IL) Setar | Track (Rivage pet Nas SUT nT as |e 104.6200e| Mn 104 om ee 10a Ommens ee mRIIE OIE = | 
1G; = § Montreal OC 55 esses Track se aeaegeinen amy ois | inti geen ene [i813 60 gem RI 25,68 (NE 13 Oo mPas IEIGT TARE 
From: Chatham,ON __| Track See Sd ee ee ee, = ec 
To: __ Montreal, QC Track Ee eee en ea ee 


|Erom: thamilion <ON Se meses i es Ry ees [Smee neewen s(n 251:10 Seo 0mm | enmoss Gl en RESTO Ob Sal 
To: Montreal, QC __—([ Track Bea Se ee ee oe ee 2 ee Ge 
Se a ce a ae ee ee Re 
Pe en ee i eee en Le Pree ed Me a ea 

Stephenville, NL Track / Truck via Sydne Sa re ee en 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty. and exchange where ap plicable 
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CANADA: AREA SEEDED FOR 2005-2006 


A farmer’s decisions on which crops to seed are heavily influenced by expected net returns, as well as current prices, 
spring soil moisture conditions, expected delivery opportunities, cash flow needs, crop rotation requirements, 
potential disease and pest problems and on-farm stocks. In 2005-2006, prices for wheat and oilseeds (except canola) 
are forecast to decline from 2004-2005 due to rising world stock levels. Feed grain prices are projected to strengthen 
slightly, mainly due to reduced US corn production. Based on these factors, Market Analysis Division (MAD) has 
projected crop areas for 2005. In western Canada, the areas seeded to winter wheat, barley, canola, lentils, mustard 
seed and canary seed are expected to decrease, while the areas of spring wheat, oats, flaxseed, dry beans, chickpeas 
and sunflower seed are forecast to increase. In eastern Canada, higher spring wheat and dry bean areas are expected 
to offset the smaller area of winter wheat, with only marginal changes expected for corn and soybeans. This issue of 
the Bi-weekly Bulletin examines the net returns and area seeded for grains, oilseeds, pulses and special crops in 


Canada. 


Background 

Expected returns are an important 
factor affecting cropping decisions. 
Returns, net of variable or operating 
costs, affect short-term cropping 
decisions, while returns, net of total 
costs (fixed and variable), influence 
long-term decisions, such as rotation 
patterns and entry into, or exit from, the 
industry. Variable costs change with 
the type of crop grown, while fixed 
costs vary little with the type of crop. 
Therefore, fixed costs such as land 
rental, property taxes, hired labour and 
machinery depreciation, as well as the 
value of a farmer’s own labour, are not 
included in MAD's analysis of seeding 
intentions. 


While expected net returns are a 
valuable indicator of area shifts 
between land use options, it is not the 
only factor to consider. Delivery 
opportunities can be a major factor, 
with a farmer requiring immediate cash 
flow perhaps choosing to grow feed 
barley rather than wheat, despite less 
attractive expected net returns, as the 
Canadian Wheat Board regulates the 
delivery of milling wheat, and may not 
accept delivery of the entire year’s 
production. Crop rotations must also 
be considered, as certain crops cannot 


be grown consecutively on the same 
fields due to disease pressure, so that 
the area of an otherwise attractive crop 
may be restricted. Large stock levels 
can also discourage production of 
additional grain. 


As each province's agriculture 
department uses a different 
methodology, the crop budgets used 
here are not comparable across 
provinces, but only between crops 
within a province. Saskatchewan 
Agriculture, Food and Rural 
Revitalization provides crop budgets for 
crops seeded to fallow and stubble land 
for each soil zone. Alberta Agriculture, 
Food and Rural Development provides 
budgets for crops seeded to fallow and 
stubble in the brown and dark brown 
soil zones, with only stubble-seeded 
budgets for crops in the black and grey 
soil zones. Manitoba Agriculture, Food 
and Rural Initiatives provides only 
average crop budgets, as the majority 
of Manitoba crops are grown on stubble 
and most of Manitoba’s agricultural 
area is in the black soil zone. The 
Ontario Ministry of Agriculture and 
Food provides average crop budgets 
for various tillage systems. 


Productivity in western Canada is 
correlated with soil type. For example, 
the brown soil zone in the semi-arid 
region of the Prairies is more subject to 
drought than the dark brown soil zone, 
resulting in wider variations in crop 
yields. The black soil zone, located in 
a higher moisture region, has higher 
average yields and is rarely subject to 
drought. The grey soil zone, extending 
into the northern regions of the Prairies, 
is characterized by higher moisture 
levels, cooler temperatures, and a 
shorter growing season. Climatic 
conditions also influence the 
susceptibility of crops to disease and 
pest infestations requiring different 
combinations and levels of herbicides 
and pesticides. 


PRICE FORECASTS 


The price forecasts used by MAD in 
this analysis assume normal growing 
conditions in Canada and other major 
growing regions of the world in 2005- 
2006. Actual prices could differ 
considerably as a result of unusual 
weather in Canada or major importing 
or exporting countries, as well as other 
changes in market factors. 


Canada 


The prices shown for each crop in each 
region represent the forecast average 
price in that region for the expected 
grade of each crop. For spring wheat, 
it is assumed that farmers in the black 
soil zones would expect to achieve a 
No.2 CWRS grade, with 13.5% protein, 
while a No.1 CWRS grade would be 
expected in the drier brown soil zones. 
Durum producers in the brown soil 
zone might expect to produce a No.1 
CWAD with 13% protein. For barley, 
potential returns are given for malting 
barley as well as for feed barley, and 
farmers hoping to have their barley 
selected for malting would have to 
weigh the possibility that their crop may 
not meet malting specifications and 
have to be sold for feed. For dry peas, 
prices for food grade green and yellow 


2004 2005f 


eee wees 


Winter Wheat 642 483 
Spring Wheat 1202 12036,007 
Durum Wheat Z200 
All Wheat 10,399 10,734 


Oats 1,996) 2,122 
Barley 4,678 4,513 
Rye (all) 284 230 
Mixed Grains 200 230 
Corn pak ssey ees Ba fei 
Coarse Grains 8,374 8,281 


Flaxseed 728 1,000 


Canola 9,319 5,016 
Soybeans 1 pa? DBs bara 
Oilseeds ECAR A PPA, 
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Change 
% 


-24.8% 
6.4% 
0.6% 
3.2% 


6.4% 
-3.5% 
-19.2% 
0.4% 
-0.1% 
-1.1% 


37.3% 
-5.7% 
-1.3% 
-0.7% 


peas are given, but, as with barley, not 
all peas will be sold for human food, 
and farmers should also take into 
account the significantly lower net 
returns for feed peas. 


Price levels at seeding time, or prices 
received the previous year, can also 
impact on seeding decisions, as 
projected prices are often not accurate, 
and many farmers will therefore make 
decisions based on their own 
expectations or past experience. In the 
spring of 2005, this factor may be most 
significant for crops such as flaxseed, 
sunflower seed and dry beans, where 
prices in 2004-2005 have been 
relatively high due to production 
problems. CWRS wheat area may also 
be supported, as top quality CWRS 
prices are relatively good in 2004- 
2005, and few farmers expect to 
produce feed quality wheat. 
Conversely, sharp declines in prices 
for feed barley and canola in 2004- 
2005 may negatively impact on 
farmers’ outlook for these crops. 


YIELD FORECASTS 


Average provincial yields have been 
forecast by MAD, using trend 
analysis. Adjustments for soil zone 
are based on historical data from 
Statistics Canada. Adjustments to 
a ‘stubble’ basis are based on 
provincial data. Actual yields can 
vary greatly due to factors such as 
weather, disease, pests ora 
farmer’s input use. 


For 2005-2006, MAD assumes that 
yields will be near trend for all 


crops. Despite below normal 


Dry Peas TOSS 4 Gl.366 0.0% aU rae: 
White Bea Beans 65 79 21.9% De eee in parts of the southern 
Golsited Beane 98 409 11.0% rairies since last fall, moisture 

; reserves were replenished by 
Lentils 778 739 5.0% above-normal rainfall in the summer 
Mustard Seed 317 237 — -25.2% | of 2004, and normal precipitation 
Sunflower Seed 87 100 14.9% } levels are assumed during the 2005 
Canary Seed 356 267 -25.0% growing season. 
Chickpeas 47 54 15.9% 
Buckwheat 9 9 -1.1% | Environment Canada’s spring 
Pulse and 3,145 2,982 5.2% forecast calls for below normal 


Special Crops precipitation in Alberta, the Peace 
River District of British Columbia 
and north-western Saskatchewan, 


above normal in eastern Manitoba 


Summerfallow 3,609 3,502 -3.0% 
The sum of individual commodities may not equal 


totals due to rounding. 


f: forecast, AAFC, February 2005 
Source: Statistics Canada 


and normal precipitation in the 
remainder of the Prairie agricultural 
region. For the summer growing 


z 
season, precipitation is expected to 
be normal except for north-western 
Alberta and BC Peace, which remains 
dry. Spring temperatures are forecast 
to be near-normal across the entire 
Prairie agricultural area, with 
temperatures during the summer rising 
to above normal for BC, Alberta and 
Saskatchewan, and Manitoba 
experiencing normal summer 
temperatures. If this forecast is correct, 
trend yields should be achievable in 
most regions except north-western 
Alberta and the BC Peace River 
District. 


In Ontario and Quebec, Environment 
Canada forecasts that conditions will 
be dry in the spring, but rising to wetter 
than normal for the summer. Summer 
temperatures, however, are expected 
to be cooler than normal. A dry spring 
may reduce winter wheat yields, while 
a cool summer may slow corn and 
soybean development, despite 
expected adequate moisture. 


EXPENSES 


As projected 2005 costs are not yet 
available for Alberta, MAD has used 
the 2004 provincial cost estimates, 
adjusted by the Farm Input Price Index 
projected by Agriculture and Agri-food 
Canada. 


Fertilizer 

Fertilizer costs are a significant factor in 
seeding decisions. Natural gas is the 
primary raw material required for the 
production of ammonia, which is the 
foundation for virtually all forms of 
nitrogen fertilizer. The average North 
American ammonia factory requires 
about 33.5 million British thermal units 
(MBtu) to produce one tonne of 
ammonia. Natural gas costs are 
currently about US$6.10/MBtu 
compared with about US$5.80/MBtu a 
year ago and US$7.00/MBtu in 2003. 
With natural gas priced at about 
US$6.10/MBtu, 1 tonne of nitrogen 
fertilizer will cost about US$230 to 
produce {33.5 MBtu x $6.10 + $25 
(fixed cost)} (Cdn$290 at the current 
exchange rate) compared to about 
US$220 (Cdn$280) in 2004 and 
US$260 (Cdn$400) in 2003. Tight 
North American supplies are expected 
to keep natural gas prices relatively 


high, especially if the winter is colder 
than normal. 


Phosphorus prices are also expected to 
be higher than for 2004. Higher world 
fertilizer prices will be partly offset by 
the stronger dollar, with average 
Canadian fertilizer prices projected to 
be about 5% higher in 2005 than in 
2004. 


Farm Fuel 

Strong global demand, instability in 
lraq’s, smaller US reserves, and the 
success of the Organization of the 
Petroleum Exporting Countries in 
controlling supply, have driven oil 
prices to over US$45/barrel (Cdn$56), 
compared to under US$40/barrel 
(Cdn$50) a year ago. The stronger 
Canadian dollar will offset part of the 
increase in world prices, but Canadian 
farm fuel prices are expected to be 
more than 10% higher than in 2004. 


Herbicides and Pesticides 

Herbicide use varies greatly depending 
on the crop seeded and by the growing 
conditions. For the majority of crops, 
use is expected to be similar to 2004, 
with prices 2% to 3% higher. 


Between 2000 and 2003, grasshoppers 
were a serious pest in many parts of 
Saskatchewan and Alberta due to dry 
conditions. However, cool wet 
conditions in 2004 reduced 
grasshopper numbers, and 
grasshoppers are not expected to be a 
serious problem in 2005. Therefore, 
pesticide use for grasshopper control in 
2005 may be lower than in the 2arly 
years of the decade. 


Seed 

The cost of seed is expected to 
increase marginally in 2005 for canola 
and flaxseed. Seed costs for wheat, 
barley, oats and dry peas, however, are 
projected to decrease slightly. The 
seed costs used in this analysis are 
generally an average of commercial 
and bin-run seed. 


Crop Insurance 

Crop insurance costs in 2005 are 
expected to be relatively unchanged 
from 2004, despite a significant 
increase in crop claims, particularly in 
Saskatchewan and Manitoba. 


However, rates will vary depending on 
the province and crop seeded. 


CROP BUDGETS 


Comparing budgets across the 
provinces, custom work costs for 
western Canada have been included in 
“other” costs, which also includes 
overhead expenses such as utilities. 
For Ontario, custom work costs have 
been added to chemical and fertilizer 
costs. In Ontario, “other” costs include 
marketing fees and drying. The cost of 
management and/or owner/operator 
labour has not been included in the 
budgets. 


In Manitoba, the highest projected net 
returns are for flaxseed and 
confectionery sunflower seed, followed 
by green peas, soybeans, oats and 
canola. Flaxseed returns are 
supported by tight supplies arising from 
the cool 2004 growing season and 
August frost across much of the 
flaxseed growing region of 
Saskatchewan and Manitoba. Net 
returns are forecast to be the lowest for 
Canada Western Red Spring (CWRS) 
wheat and feed barley due to lower 
expected prices in 2005-2006. If sold 
for feed, green pea returns would be 
reduced to $34/ha, lower than for all 
other crops except barley. 


In the Saskatchewan brown soil zone, 
the highest net returns are for large 
green lentils, chickpeas, and durum 
wheat. Yellow mustard seed, CWRS 
wheat, and feed barley are expected to 
provide the lowest net returns per 
hectare. In the black soil zone, 
flaxseed is expected to provide the 
highest net return, followed by malting 
barley (Special Select 2 Row {SS2R}), 
yellow peas and CWRS wheat. The 
lowest potential net returns are for 
canary seed, oats, canola, feed barley 
and feed peas. 


In the Alberta brown soil zone, the 
potential net returns for large kabuli 
chickpeas, large green lentils and 
canola are the highest, with the lowest 
potential net returns for feed barley and 
CWRS wheat. In the black soil zone, 
green peas and Argentine canola have 
the highest potential returns, followed 
by Canada Prairie Spring (CPS) wheat, 
CWRS wheat and feed barley. Oats 


ss 
and feed peas are expected to have 
the lowest net returns. 


In Ontario, white pea beans are 
expected to have the highest net return 
due to strong prices, followed by soft 
red and hard red winter wheat, 
soybeans and grain corn. Returns for 
feed barley are expected to be very 
low; however most of this crop is used 
on farm for feeding so that market price 
is less of a factor in planting decisions. 
For both wheat and barley, additional 
revenue may be earned through the 
sale of straw. 


AREA SHIFTS 


In western Canada, area seeded to 
spring wheat, flaxseed, oats, dry 
beans, sunflower seed and chickpeas 
is expected to increase in 2005. The 
areas of winter wheat, barley, rye, corn, 
canola, soybeans, lentils, mustard 
seed, and canary seed are expected to 
decline, with durum and dry pea areas 
relatively unchanged from 2004. In 
eastern Canada, a decline in winter 
wheat area is expected to be offset by 
slightly higher areas of spring wheat, 
corn, soybeans, and a significant 
increase in dry bean area. 


In western Canada, spring wheat area 
is forecast to increase by 6% to 7.9 
million hectares (Mha) in 2005, despite 
lower potential net returns than for 
several alternative crops. This is due 
to a number of factors, included sharply 
lower winter wheat area because of the 
late 2004 harvest, relatively stronger 
wheat returns in 2004-2005 compared 
to canola, better delivery opportunities 
than for durum wheat and crop rotation 
considerations. Area seeded to durum 
is expected to be relatively unchanged 
from 2004, despite the higher returns 
when compared with spring wheat, due 
to rising stocks and restricted deliveries 
in 2004-2005. 


Area seeded to barley in western 
Canada is forecast to decrease by 4% 
in 2005, to 4.2 Mha, due to extremely 
low prices for feed barley in 2004-05. 
The expected decline in area is 
moderated by good expected returns 
for malting barley and barley’s role as a 
good cash crop and as a major feed 
ingredient on western farms. However, 
the area seeded to barley in 2005 is 


forecast to be below the 10-year 
average of 4.5 Mha. 


Area seeded to oats in western Canada 
is projected to increase by 7% to 2.0 
Mha due to attractive potential net 
returns for milling quality oats, and 
relatively stronger prices in 2004-2005 
than for the major alternative crops; 
barley and canola. 


Area seeded to canola in western 
Canada is projected to decrease by 6% 
to 5.0 Mha due to lower net returns 
relative to alternative crops, the large 
decline in prices in 2004-2005, the 
greater production risk compared to 
wheat and rising stock levels. Canola 
prices are forecast to remain near the 
depressed 2004-2005 level, due to 
weak US soybean prices and the 
strong Canadian dollar. 


Flaxseed area is forecast to increase 
by almost 40% to 1.0 Mha in 2005 due 
to extremely high prices in 2004-2005 
and relatively good projected net 
returns for 2005-2006. Prices, 
however, are expected to be pressured 
by a stronger Canadian dollar and 
higher supplies. 


Pulse and Special Crops 

In western Canada, area seeded to 
pulse and special crops in 2005 is 
expected to decrease by 6% to 2.91 
Mha due to one or more of the 
following factors: (1) lower expected 
net returns than for competing crops, 
(2) high carry-in stocks or (3) higher 
production risks compared to other 
crops. Area seeded to mustard seed 
and canary seed is forecast to 
decrease by about 25%. Mustard seed 
prices for all types are expected to 
increase slightly due to lower supply. 
Canary seed prices are expected to 
remain stable, in line with a stable 
world supply. Dry pea area is expected 
to be similar to 2004 at 1.39 Mha. 
Prices are expected to remain stable. 
The area seeded to lentils is expected 
to decrease by about 5% to 0.74 Mha. 
Supply is expected to decrease slightly. 
Prices for the top grades are forecast to 
decrease significantly, assuming a 
return to a normal quality crop from the 
lower than average quality crop in 
2004. 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to 
Market and Industry Services Branch (AAFC), Canadian Wheat 


Summerfallow area has been steadily 
declining since 1988, reaching a low of 
3.61 Mha in 2003, because new 
technology, including improved 
herbicides and seeding systems, have 
allowed for continuous cropping. Also, 
the increased availability of alternative 
crops, some of which are nitrogen- 
fixing, and the use of crop rotation, has 
decreased the producers’ reliance on 
summerfallow. Summerfallow area 
rose marginally in 2004, mainly due to 
wet seeding conditions, but is forecast 
to decline in 2005 and reach a record 
low of 3.5 Mha. If moisture conditions 
are dry in the spring, farmers may be 
reluctant to seed crops on stubble, 
supporting summerfallow area, but due 
to above-normal precipitation in 2004, 
soil moisture conditions are adequate is 
most parts of western Canada. 
Expectations for higher input costs and 
lower commodity prices, conversely, 
may support summerfallow area as 
farmers may take marginal land out of 
production. 


Ontario 

Area seeded to winter wheat in the fall 
of 2004, estimated by Statistics 
Canada at 0.3 Mha, is down about 5% 
from 2003 due to lower prices and a 
late soybean harvest. Winter wheat is 
a rotational crop and a source of cash 
during the summer for many Ontario 
farmers, with seeded area largely 
dependent on fall seeding conditions, 
although potential net returns for both 
soft and hard red winter wheat 
compare very favourably with corn and 
soybeans in 2005. As with barley, 
additional revenue can be realized from 
wheat in Ontario through the sale of 
straw. 


Area seeded to corn is expected to 
increase slightly to 0.70 Mha in 2005 
due to lower area seeded to winter 
wheat. Production is forecast to 
increase only marginally due to lower 
yields. Average prices in 2005-2006 
are expected to rise by $10/t to about 
$115/t (No.2 Canada Eastern cash in- 
store, Chatham) due to expected 
higher US prices. 


Area seeded to soybeans in Ontario is 
expected to increase marginally as a 
result of the decline in area seeded to 
winter wheat. Production is expected 
to decline by 7% as yields decline to 


normal levels. Prices for soybeans 
are expected to decline by $25/t to an 
average price of about $205/t (in store 
Chatham), due to higher soybean 
production in the US anda 
strengthening of the Canadian/US 
exchange rate. 


The area seeded to white pea beans in 
Ontario is expected to increase by 
about 40% in 2005, due to strong 
prices in 2004-2005. Area seeded to 
white pea beans is relatively small, due 
to higher production risk. Coloured 
bean area is expected to rise by about 
10%. Higher Canadian and US supply, 
as a result of higher seeded area, lower 
abandonment and higher yields, are 
expected to pressure prices for nearly 
all classes of dry beans. 


For more information please 
contact: 
Glenn Lennox, Wheat Analyst 
Phone: (204) 983-8465 


E-mail: lennoxg@agr.qc.ca 
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Wheat Barley Canola Lentils Chickpeas Mustard 

CWRS Durum Feed Large Green _ Large Kabuli Yellow 

Variable Costs-1 ogo o sig cee ree Die eee er eee eee re ee ee Se 
Seed (inc. treatment) 23 26 18 31 64 167 26 
Fertilizer 62 62 62 43 15 15 69 
Chemicals 60 60 30 56 49 res) 62 
Fuel 17 17 ur 17 17 We 17 
Repairs 16 16 16 16 19 19 16 
Crop Insurance 20 22 Pie 32 20 25 30 
Interest 2 2 2 2 Pe 2 2 
Other 26 26 Pa 24 24 24 24 
Total Variable Costs 226 231 196 221 210 343 246 
Projected Retums” 1CWRS* 1CWAD* 1 CW 1 CAN 1 CAN 1CW 1 CAN 
Projected Yield (t/ha) 1.80 173 2.00 1.10 0.95 1.05 0.75 
Projected Price ($/t) 130 155 95 265 360 560 350 
Projected Revenue 243 271 190 292 342 588 263 
Net Retum ($/ha) 17 40 -6 70 132 245 17 


Variable Costs “* »> aya beer Sea 97 Paenen Siti ee heen ee ae ad =a a aes 
Seed (inc. treatment) 32 39 26 26 77 Tare 46 
Fertilizer 107 107 107 107 30 30 132 
Chemicals 58 58 51 19 63 63 76 
Fuel Paces 2 Zo 25 25 25 25 
Repairs 32 32 OZ 32 35 35 32 
Crop Insurance P46. Zs 22 23 Pes, 25 27 
Interest 5 5 5 5 5 5 6 
Other 41 43 45 42 41 41 26 
Total Variable Costs 326 335 313 280 301 301 372 
Projected Retums ~ 2CWRS* 1CPS 1CW 3CW 2 CAN Feed 1 CAN 
Projected Yield (t/ha) 2.60 3.30 3.40 2.50 2.30 2.30 1.50 
Projected Price($/t) 130 105 95 95 170 120 265 
Projected Revenue 338 347 323 238 391 276 398 
Net Return ($/ha) 12 12 10 -42 90 -25 26 


Wheat Barley Com Dry Beans Canola 

SRW HRW Feed Grain Soybeans White Pea winter 

Variable Costs "25" ee taneate ees 9 fA el a IO AR a a EE 
Seed (inc. treatment) 91 122 81 150 93 141 85 
Fertilizer 147 189 143 179 55 78 229 
Chemicals 38 38 98 108 101 165 TE 
Fuel 23 23 23 34 23 36 Vi 
Repairs 39 39 39 41 42 45 32 
Crop Insurance 20 20 10 41 39 45 25 
Interest 18 21 14 21 11 15 13 
Other(includes drying) 38 38 22 171 41 22 26 
Total Variable Costs 413 489 430 745 405 546 505 
Projected Retums” 1CERW 1CERW* Feed 2CE 2 CAN 1 CAN 1 CAN 
Projected Yield (t/ha) 5.00 4.75 3.50 8.00 2.50 1.85 2.10 
Projected Price($/t) 130 150 110 110 225 550 265 
Projected Revenue 650 ak 385 880 563 1,018 Sor 
Net Return ($/ha) 237 223 -45 135 158 471 52 


Totals may not add due to rounding 

“2004 Alberta Agriculture, Food and Rural Development variable costs, adjusted by the projected Farm Input Price Index (FIP) 

” AAFC forecast, February 2005 ¥ AAFC forecast based on 2004 Ontario Ministry of Agriculture, Food and Rural Affair costs 
“OffBoard _* CWRS: 13.5% protein / CWAD: 13.0% protein / CERW 11.5% protein 
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CROP BUDGETS 


Canola Flaxseed Soybeans 


Variable: Coste 2! alin) i eed) Te Ie hee or rr nee eee ian sec ae aes AL ae RR 
Seed (inc. treatment) 28 27 62 32 127 26 87 62 
Fertilizer 83 83 99 Uz 32 76 99 43 
Chemical it 64 96 52 106 26 142 69 
Fuel 28 28 28 28 30 28 30 30 
Repairs 25 25 25 25 24 25 PAT 26 
Crop Insurance 14 12 22 15 21 16 19 15 
Interest 8 7 10 if 10 6 12 8 
Other 19 19 19 19 20 19 oO 20 
Total Variable Costs 281 265 361 249 371 222 451 272 


Projected Retums” 2CWRS* 1 CW 1 CAN 1CW 2 CAN 3 CW 1 CAN 2 CAN 
Projected Yield (t/ha) 2.65 3.40 1.70 1.38 1.85 3.00 1.50 2.00 
Projected Price ($/) 125 80 260 320 220 110 465 170 
Projected Revenue 331 272 442 440 407 330 698 434 


Net Return ($/ha) 


Chick Peas 
CWRS Durum CPS Feed” Large Green Yellow _ Large Kabuli Desi 


Variable Costs jeden meee. ee inde: RUNES Ses cies ects cis See RE elon kin at ee 


Seed (inc. treatment) 17 21 14 14 58 42 178 49 
Fertilizer 62 62 62 62 18 62 18 18 
Chemicals 38 39 36 36 93 43 167 81 
Fuel 29 29 29 29 32 31 32 ag 
Repairs 18 18 18 18 Zi 18 eh ah 
Crop Insurance 9 10 11 11 33 We 32 Pad 
Interest 5 cS 4 4 7 5 11 6 
Other 20 20 18 18 19 ue 16 16 
Total Variable Costs 198 203 192 192 286 234 481 254 
Projected Retums” 1CWRS* 1CWAD* 1 CPS 1CW 1 CAN 1 CAN 1CW 1CW 
Projected Yield (t/ha) 1.90 1.65 PM as 2.00 1.00 0.75 1.05 1.20 
Projected Price ($/t) 125 155 95 90 355 350 560 255 
Projected Revenue 238 256 214 180 355 263 588 306 


Net Return ($/ha) 


Variable Costs *.- tq Dhncere aes. cee ee NA uetin  diar Nea SAORI erg Mt SRO a et 
Seed (inc. treatment) 
Fertilizer 


Crop Insurance 
Interest 6 a 5 5 6 6 6 7 
Other 28 23 23 23 25 2) 23 23 
Total Variable Costs 243 230 230 215 245 236 252 308 


Projected Retums” 2CWRS* SS2R 1CW 3 CW 2 CAN 2CW 1CW 
Projected Yield (t/ha) 2.50 2.65 2.80 2.40 0.95 2.05 1.20 1.26 
Projected Price ($/t) 120 130 90 95 240 150 310 260 
Projected Revenue 300 345 252 228 228 308 372 328 
Net Return ($/ha) 57 115 22 13 -17 71 120 19 
Totals may not add due to rounding 

” Manitoba Agriculture, Food and Rural Initiatives variable costs, Jan. 2005 ” AAFC forecast, February 2005 

* Saskatchewan Agriculture, Food and Rural Revitalization, December 2004 “ Off-Board 

* CWRS: 13.5% protein / CWAD: 13.0% protein 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, total pon of grains and oilseeds in Canada is f 


decline by 4%, to 
western 


western and eastern Canada, 
quality will be normal. 


Average world prices for wheat and oilseeds are forecast to decr 


1.3 million tonnes (Mt), due to lower trend yields, 
anada, seeded area is expected to 
and flaxseed. In eastern Canada, a 5% 
wheat and dry beans, with corn and soybean areas rising marginally. In 
to 46.2 Mt from 48.2 Mt in 2004-05, assuming normal growing condition 


decline in winter wheat area is fo 


February 7, 2005 


orecast by Agriculture and Agri-Food Canada (AAFC) to 
but remain above the 10-year average of 59.2 Mt. In 
shift out of winter wheat, barley, canola and summerfallow into spring wheat, oats 
recast to be offset by an increase in areas of spring 
western Canada, production is forecast to decrease 

s during 2005. Trend yields are assumed for both 

as soil moisture reserves are generally good. It has been assumed that abandonment rates and 


ease from the expected 2004-05 average due to rising stock 


levels, especially in the major exporting countries. Coarse grain prices are forecast to increase slightly, due to lower US corn 


production and strong demand. In Canada, prices for all 
Canadian dollar. Factors to watch are: Chinese im 
subsidy levels, the US winter wheat condition, 


WHEAT (ex-durum) 

For 2004-05, exports are forecast to 
increase marginally to 12.6 Mt. 
Domestic use is forecast to rise by 12%, 
due to increased feed use resulting from 
the low quality of the crop in western 
Canada. Carry-out stocks are forecast to 
increase by 17% to 5.0 Mt, with most 
expected to be of low quality. 

For 2005-06, Canadian eaddcuion iS 
forecast to decline by 5% from 2004-05, 
to 19.9 Mt, with lower yields offsetting 
higher area. Domestic use is expected to 
decrease by 6%, with feed use pice by 
over 20% to a near-normal 3.3 Mt, 
assuming a return to normal crop quality. 
Exports are projected to increase to 13. 
Mt, assuming that supplies of top-quality 
CWRS wheat increase to more normal 
levels. The Canadian Wheat Board 
(CWB) 2005-06 pool returns for No.1 
CWRS 11.5% protein are forecast by 
AAFC at $170/t, in-store Vancouver/ St. 
Lawrence (I/S VC/SL), $17/t below the 
CWB Jan. 2004-05 Pool Return Outlook 
(PRO). Returns for higher quality wheat 
are expected to decline by a greater 
amount, assuming a normal quality crop. 


DURUM 
For 2004-05, exports are forecast to 
decline by 7%, to 3.2 Mt, due to 
increased production in the major 
importing countries. Carry-out stocks are 
projected to increase by 40%, to 2.5 Mt. 
For 2005-06, production is forecast to 
decline by 9%, assuming lower yields. 
Total supplies are forecast to rise by 4%, 
to 7.0 Mt, however, due to higher reer 
in stocks, vs the 10-year average of 6. 
Mt. Exports are projected to increase to 
3.4 Mt, due to increased demand from 
North Africa and reduced EU production 
and exports. However, carry-out stocks 
are forecast to rise by a further 8%, to a 
near-record 2.7 Mt. Farm stocks are __ 
forecast to rise by 15%, to 1.5 Mt, as it is 
expected that it will be necessary for the 
CWB to continue to restrict durum 
deliveries due to limited export demand. 
CWB pool returns for No.1 CWAD 
11.5% protein are forecast by AAFC at 
$195/t, /S VC/SL, down only slightl 
from 2004-05. The premium for No. 
CWAD 11.5% over No.1 CWRS 11.5% 
is projected to rise to $25/t, from $10/t in 
-05. 


BARLEY 

For 2004-05, exports are forecast to 

decrease by 24% from 2003-04 to 1.85 Mt 

due mainly to lower selection rates for 

malting barley. Carry-out stocks are 

ae to rise to the burdensome level of 
7Mt 


For 2005-06, production is forecast to 
decrease by 8% from 2004-05 to 12.2 Mt, 
due to lower yields and area. Total supplies, 
however, are expected to rise slightly, due to 
higher carry-in stocks. Domestic use is 
forecast to increase by 5% due to higher 
feed demand. Exports are projected to 
increase significantly, to 2.5 Mt, assuming 
increased supplies of malting quality barley. 
Carry-out stocks are expected to drop to 3.1 
Mt. Off-Board feed barley prices are 
forecast at $120/t, $10/t higher than for 
2004-05. CWB pool returns for feed barley 
are forecast by AAFC to increase slightly 
from 2004-05. CWB pool returns for 
Special Select Two Row designated barley 
are forecast by AAFC at $185/t, vs the Jan. 
PRO of $178/t for 2004-05, due mainly to 
higher world coarse grain prices. 


OATS 

For 2004-05, exports are forecast to drop by 
4% from 2003-04, to 1.5 Mt, as a result of 
decreased supplies of milling quality oats in 
Canada and the weakness in US import 
demand. Carry-out stocks are projected to 
increase by 38%, to 1.1 Mt. 

For 2005-06, production is forecast to 
increase by 8%, as lower yields are more 
than offset by higher harvested area. 
Domestic use is forecast to increase to 2.1 
Mt, due to higher feed and industrial 
demand. Exports are forecast to rise by 
20%, due to improved crop quality, 
increased supplies, and stronger US 
demand. Carry-out stocks are expected to 
rise by 9%, to 1.2 Mt. Chicago prices are 
forecast at C$130/t, the same as in 2004-05. 


CORN 
For 2004-05, imports are forecast at 2.1 Mt, 
marginally lower than 2003-04. Carry-out 
stocks are expected to decline to 1.0 Mt. 
For 2005-06, production is forecast to rise 
marginally to 8.9 Mt, as lower yields are 
more than offset by higher harvested area. 
Imports are forecast to rise by 5% to 2.2 Mt. 
Carry-out stocks are forecast to drop by 
15% to 0.85 Mt. The average Chatham 
rice is forecast to increase to $115/t from 
$100/ in 2004-05. 


grains and oilseeds will continue to be pressured by the strong 
port demand, South American growing conditions, EU grain export 
ocean freight rates and the Canada/US exchange rate. 


CANOLA 

For 2004-05, exports are forecast to drop by 
9% to 3.4 Mt. Carry-out stocks are expected 
to rise to the burdensome level of 1.5 Mt. 
For 2005-06, production is forecast to fall b 
11% to 6.9 Mt due to lower seeded area an 
yield,s but applies are expected to rise. 
Domestic crush is forecast to fall by 3% to 
3.1 Mt, due to low veg-oil prices. Exports 
are projected to remain unchanged at 3.4 Mt 
on support from stable demand from Japan 
and Mexico. Carry-out stocks are forecast to 
decline to 1.45 Mt. The average cash price 
(I/S VC) is forecast to hold steady at $300/t, 
due to low US soybean and soyoil prices. 


FLAXSEED (excluding solin) 

For 2004-05, exports are expected to decline 
sharply because of reduced supplies. Prices 
are expected to rise sharply. 

For 2005-06, production is forecast to 
double to 1.2 Mt, due to higher area seeded 
and yields. Exports are forecast to return to 
a historically normal level due to strong EU 
demand. Carry-out stocks are expected to 
increase areas to a 20-year high of 0.3 Mt. 
The Thunder Bay cash price is Precast to 
fall significantly to $340/t, due to higher 
carry-out stocks. 


SOYBEANS 
For 2004-05, exports are expected to rise to 
a record 0.95 Mt, while domestic crush 
remains unchanged at 1.5 Mt. 
For 2005-06, production is expected to 
decrease marginally to 3.0 Mt, due to lower 
Lee but supplies are forecast to increase 
y 5% due to higher carry-in stocks. Food 
and industrial use is forecast to increase to 
1.75 Mt, while exports decline slightly but 
remain near record levels. Carry-out stocks 
are forecast to remain historically high. 
The average Chatham price is forecast to 
decrease to $205/t, due to lower US prices. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox...(204) 983-8465 
MR i crscoscescansant cone lennoxg@agr.ge.ca 

Coarse Grains......Joe Wang ...... 983-8461 
Resmi ail Fo cccremmescocetens wangjz@agr.gc.ca 

Oilseeds........ Chris Beckman.......984-4929 
eMail i smidinccneseneosonacs beckmac@agr.ge.ca 

Fred Oleson, Chief ..............secs000e 983-0807 
Emannalll scccsies issue cosscvees olesonf@agr.ge.ca 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION February 7, 2005 


Grain and Area Imports Total Exports Foodand Feed, Waste TotalDom- Carry-out Average 

Crop Year Seeded Harvested Yield Production (b) Supply (c) Ind. Use &Dockage esticUse(d) Stocks Price (f) 
(a) ---------- 000 ha--------- tha  —_- - ----------------------- thousand metric tonnes- - - - - ------------------- Sit 

Durum 

2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 220 684 1,788 224.21 

2004-2005f 2,230 2,141 232 4,962 1 6,751 3,200 255 586 1,051 2,500 197" 

2005-2006f 2,245 2AT5 2.06 4,490 1 6,991 3,400 260 411 891 2,700 195 f 

Wheat Except Durum 

2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,300 2,119 3,222 6,804 4,292 206.03 

2004-2005f 8,170 d,tee pa 20,898 10 25,200 12,600 2,770 3,990 7,600 5,000 ASiin 

2005-2006f 8,490 8,175 2.43 19,900 10 24,910 13,300 2,800 3,490 7,110 4,500 170 f 

ALL WHEAT 

2003-2004 10,662 10,467 2:20 233052 18 29,295 15727 3,027 3,442 7,488 6,080 

2004-2005f 10,399 9,862 2.62 25,860 11 31,952 15,800 3,025 4,576 8,652 7,500 


2005-2006f_ 10.735 _10,350 2.36 24,390 11 31,901 16,700 3,060 3,901 8,001 7,200 
EO 
Barley 


2003-2004 5,046 4,446 PLOT 122320 36 13,838 2,445 298 8,574 9,286 2,108 135.80 
2004-2005f 4,678 4,050 3.26 13,186 50 15,344 1,850 300 9,089 9,794 3,700 100-120 
2005-2006f 4,510 4,040 3.01 12,180 30 15,910 2,500 380 9,525 10,310 3,100 110-130 
Corn 

2003-2004 1,265 1,226 7.82 9,587 2,107 12,804 342 2,415 8,892 11,319 eta 1 TAs 
2004-2005f 1,185 1,072 8.24 8,836 2,100 12,078 150 2,650 8,263 10,928 1,000 90-110 
2005-2006f 1,185 1,160 7.67 8,900 2,200 12,100 200 2,700 8,335 11,050 850 105-125 
Oats 

2003-2004 2,272 1,575 2.34 3,691 19 4,234 AIASoy 140 1,569 1,876 800 136.65 
2004-2005f 1,995 315 2.80 3,683 20 4,504 1,500 150 1 ai7/ 1,904 1,100 120-140 
2005-2006f 2,120 1,540 Zo 3,960 15 Ome 1,800 170 1,705 2,075 1,200 120-140 
Rye 

2003-2004 246 147 222 327 0 357 7A 47 70 135 50 104.44 
2004-2005f 284 165 ROG 418 1 469 250 48 99 164 55 65-85 
2005-2006f 230 200 215 430 1 486 250 48 101 166 70 70-90 
Mixed Grains 

2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 230 111 2.87 318 0 318 0 0 318 318 0 

2005-2006f 235 140 2.79 390 0 390 0 0 390 390 0 

TOTAL COARSE GRAINS 

2003-2004 9,070 7,529 3.50 26,317 2,161 31,617 4,516 2,900 19,489 23,001 4,101 

2004-2005f 8,374 6,713 3.94 26,441 PINT 32,713 3,750 3,148 19,336 23,108 La. fstete: 

2005-2006f_ _ 8.280 7,080 3.65 25,860 2,246 33,961 4,750 3,298 20,056 23,991 5,220 

Canola 

2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390' 110 3,542 612 387.04 
2004-2005f 5,319 4,938 cers 7,728 220 8,560 3,400 3,200' 415 3,660 1,500 280-320 
2005-2006f 5,015 4,890 1.41 6,900 225 8,625 3,400 3,100' 630 SITES 1,450 280-320 
Flaxseed 

2003-2004 745 728 1.04 754 22 905 609 n/a n/a 199 97 382.13 
2004-2005f 728 528 0.98 517 30 644 450 n/a n/a 144 50 500-600 
2005-2006f 1,000 974 ie23 1,200 20 1,270 700 n/a n/a 245 325 320-360 
Soybeans 

2003-2004 1,051 1,047 PANT 2,268 587 3,000 913 1,500' 319 1,947 140 395.04 
2004-2005f 1,229 1,178 2.59 3,048 300 3,488 950 1,500' 488 AANA 425 205-245 
2005-2006f 1,215 1,199 2.50 3,000 250 3,675 900 1,750" 490 2,350 425 185-225 
TOTAL OILSEEDS 

2003-2004 6,531 6,464 1 4ey 9,794 852 11,813 5,276 n/a n/a 5,688 849 

2004-2005f 7,277 6,643 1.70 119 | AA 550 12,692 4,800 n/a n/a 5,917 1,975 

2005-2006f _ 7,230 7,063 ABDI. 11,100 495 13,570 5,000 n/a n/a 6.370 2,200 

TOTAL GRAINS AND OILSEEDS 

2003-2004 26,263 24,461 2.44 59,663 3,030 TTX 25,518 n/a n/a 36,177 11,030 

2004-2005f 26,050 23,219 2.74 63,595 2532 Tih Steve 24,350 n/a n/a 37,677 15,330 

2005-2006f 26,245 24,493 2.50 61,350 PAT fae 79,432 26,450 n/a n/a 38,362 14,620 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. 

(c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total = F&I + FWD + Seed Use 

(c) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/V ancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - January 2005 

" Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - February 7, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK February 7, 2005 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 5%, from 2004-05, as increases for 
dry beans, sunflower seed and chickpeas are more than offset by decreases for lentils, mustard seed and canary seed. Seeded 
areas for dry peas and buckwheat are expected to be similar to 2004-05. It is assumed that precipitation will be normal for the 
winter, spring and summer. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are 
generally good. It has been assumed that the abandonment rate and average quality will be normal. 


Total production in Canada is forecast to decrease by 10%, from 2004-05, to 4.69 million tonnes (Mt). Total supply is expected to 
decrease marginally to 5.73 Mt as higher carry-in stocks offset most of the decrease in production. Exports and domestic use are 
forecast to increase due to stronger demand. Carry-out stocks are expected to decrease. Average prices, over all types, grades 
and markets, are forecast to increase for chickpeas and mustard seed, decrease for dry beans and sunflower seed, and be the 
same for dry peas, lentils, canary seed and buckwheat. However, prices are expected to be very sensitive to any production 
problems. The main factor to watch will be precipitation during the spring and summer in Canada. Other factors to watch are 
the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 
conditions in major producing regions, especially India, Mexico, United States, European Union, Turkey and Australia. 


DRY PEAS forecast to increase due to the higher supply. Canadian exports are expected to increase, due to 

For 2004-05, due to higher production and Carry-out stocks are expected to increase, with higher demand, carry-out stocks are forecast to 

supply, lower prices and stronger demand, as/u of 6%. The average price, over all classes increase, with a s/u ratio of 64%. The average 

exports are forecast to increase sharply. The and grades, is forecast to decrease due to the price is forecast to be the same as in 2004-05, in 

average price is forecast to decrease, compared to higher supply. line with the relatively stable supply. 

2003-04, as carry-out stocks increase, with a 

stocks-to-use ratio (s/u) of 16%. CHICKPEAS SUNFLOWER SEED 

For 2005-06, the area seeded is forecast to be For 2004-05, due to lower production and supply, For 2004-05, due to sharply lower production and 

similar to 2004-05. Production and supply are exports are forecast to decrease. The average supply, exports and domestic use are expected to 

forecast to decrease due to lower trend yields. price is forecast to increase, as carry-out stocks decrease, and carry-out stocks are forecast to 

World supply is expected to increase marginally decrease to a low level. decrease to a low level. The average price is 

to 12.65 Mt because of higher carry-in stocks, but For 2005-06, the area seeded is forecast to forecast to increase due to the lower supply. 

this is expected to be offset by increased use. increase by 15%. Production is expected to For 2005-06, area seeded is expected to increase 

Canadian exports are expected to remain stable, _ increase, as higher area and lower abandonment by 15%. Production and supply are forecast to 

but domestic use is forecast to increase due to more than offsets lower trend yields. Supply is increase due to higher area, lower abandonment 

stronger demand in the feed sector. Carry-out forecast to decrease, due to lower carry-in stocks. and higher trend yields. US production is 

stocks are forecast to decrease, with a s/u of 8%. | World supply is expected to decrease marginally expected to increase significantly. World supply 

The average price, over all types, grades and to 8.82 Mt. Canadian exports are forecast to is expected to increase slightly to 26.7 Mt. 

markets, is forecast to be the same as in 2004-05. remain stable, while carry-out stocks remain ata Canadian exports and domestic use are forecast 
low level. The average price, over all types, to increase because of the higher supply. Carry- 

LENTILS grades and sizes, is forecast to increase due to out stocks are expected to increase, with a s/u of 

For 2004-05, due to higher production and higher average quality. 7%. The average price, over both types and all 

supply, lower prices and higher demand, exports grades, is forecast to decrease because of the 

are forecast to increase sharply. The average MUSTARD SEED higher supply in US and Canada. 

price is forecast to decrease, as carry-out stocks For 2004-05, due to higher production and 

increase, with a s/u of 15%. supply, lower prices and stronger demand, BUCKWHEAT 

For 2005-06, the seeded area is forecast to exports are forecast to increase. Carry-out stocks For 2004-05, due to lower production and supply, 

decrease by 5%. Production and supply are are expected to increase, with a s/u of 70%, and _ exports and carry-out stocks are expected to 


forecast to decrease due to the lower seeded area __ the average price is forecast to decrease sharply. decrease. The average price is forecast to be the 
and lower trend yields. World supply is forecast For 2005-06, area seeded is expected to decrease _ same as in 2003-04, as pressure from higher 
to increase slightly to 4.0 Mt. Canadian exports by 25%. Production and supply are forecast to world supply is offset by lower Canadian supply. 


are expected to remain stable and carry-out decrease because of lower seeded area and lower For 2005-06, Canadian production and supply are 
stocks are forecast to increase, with a s/u of 20%. trend yields. Exports are expected to rise and forecast to increase, with a stable seed area, lower 
The average price, over all types and grades, is carry-out stocks are forecast to decrease, witha | abandonment and higher trend yields. Exports 
forecast to be the same as in 2004-05, as pressure _s/u ratio of 48%. The average price, over all are forecast to increase and carry-out stocks are 
from higher world supply is offset by higher types and grades, is expected to increase due to expected to be very low. The average price is 
average quality. the lower supply. forecast to be the same as in 2004-05, as support 
from lower world supply is offset by higher 
DRY BEANS CANARY SEED Canadian supply. 


For 2004-05, production and supply decreased For 2004-05, due to higher production and 
significantly in Canada and the US. Canadian supply, lower prices and higher demand, exports 


exports are forecast to decrease because of lower are forecast to increase. Carry-out stocks are FURTHER INFORMATION: 

supply, as carry-out stocks decrease to a low expected to increase, with a s/u ratio of 62%. SEAM SFY COP oe trosseaceesctencsncens (204) 983-8972 

level. The average price is forecast to decrease sharply = E-mail ........sssscscseseees skrypetzs@agr.ge.ca 

For 2005-06, area seeded is forecast to increase due to the higher supply. Fred Oleson, Chief ................. (204) 983-0807 
by 15%. Production and supply are expected to —_- For 2005-06, area seeded is expected to decrease E-mail .....s.ccsssccssssecececeeeee olesonf@agr.ge.ca 


increase, due to higher area, lower abandonment _by 25%. Production is forecast to decrease due 

and higher trend yields. In the US, production is to lower area, but supply is expected to increase Wwww.agr.gc.ca/mad-dam/ 

expected to increase by 37% to 1.065 Mt, while _as higher carry-in stocks more than offset the fall L:MAD\OUTLOOK\S&D\SpCrops\2005\feb2005\feb2005sce.wpd 
supply increases by only 8% to 1.135 Mtdueto —_in production. World supply is forecast to 

lower carry-in stocks. Canadian exports are increase marginally to 415,000 t. Although 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION February 7, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (c) Domestic Use (d) Stocks Price (e) 
000 ha tha ------------------------ thousand metric tonnes - - - ---------------- Sit 

Pama as ee ee ee 
Dry Peas 
2001-2002 1,344 1,285 eo, 2,023 27 2,245 1,381 589 215 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 27 1.67 2,124 24 2,458 bse 936 205 175 
2004-2005f 1,388 1,345 2.48 3,338 20 3,563 2,000 1,063 500 120-150 
2005-2006f 1,390 i350 PA, A\P2 2,875 20 3,395 2,000 1,145 250 120-150 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 134 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 5 1,004 570 304 130 305-335 
2005-2006f 740 ips CTA 840 5 975 570 245 160 305-335 
Dry Beans 
2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 Uy 70 445 
2003-2004 167 167 DAS 356 31 457 344 83 30 495 
2004-2005f 163 126 ter Ae) 220 35 285 205 70 10 655-685 
2005-2006f 188 185 1.84 340 30 380 285 75 20 525-555 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 Pag a 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005f 47 39 1231 51 5 76 35 36 S 360-390 
2005-2006f 54 50 sera) 60 5 70 35 30 5 385-415 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 171 n/a 33 685 
2002-2003 289 DOO 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 N22 75 92 390 
2004-2005f 317 304 1.00 305 2 399 150 84 165 295-325 
2005-2006f 237 230 0.80 185 2 352 160 77 115 320-350 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 5/5 
2003-2004 251 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 180 47 140 225-255 
2005-2006f 267 260 0.94 245 0 385 185 50 150 225-255 
Sunflower Seed 
2001-2002 ie 67 1r55 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 480-510 
2005-2006f 100 95 1.47 140 15 160 80 70 10 410-440 
Buckwheat 
2001-2002 16 14 1.14 16 1 saa 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 Ti 3 340 
2003-2004 9 9 edit 10 1 14 5 Uf 2 355 
2004-2005f 9 i 0.71 5 1 8 2 6 0 340-370 
2005-2006f 9 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c) 
2001-2002 Salon 2,993 11728) 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 1,230 613 
2003-2004 2,797 2yfoz te35 3,680 81 4,374 2,495 1,400 479 
2004-2005f 3,136 2,948 1.78 5,234 93 5,806 3,182 1,669 955 
2005-2006f 2,976 2,899 1.62 4,694 78 5 f2t 3,319 1,698 710 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 

(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 

f: forecast, Agriculture and Agri-Food Canada, February 7, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS February 7, 2005 
Lie ae REFERENCE eee, Cae ee PRICE| SOYBEAN] CANOLA | MILL- |] MEAT FISH | ANIMAL] GLUTEN] GLUTEN] FEED DEHY Baie 
February 7,2005_ [FOB _—'| 125.00[ N/A _| 127.00 | 143.50 | a BE Ee a Be a a a ha oe 
January 31,2005 [125.00] NA | 127.00 142.50| ‘| _264.50 | 190.50 | 115.00] | 875.00 | 500.00 Bs ee) EA es 
February 7,2005_ [FOB [104.00] N/A | 108.00| 138.00] | 262.50 | —~—~*«|_——+'| 145.001 975.00 | 535.00 a See ee ee | 
| N/A _| 108.00[ 140.00] [26350 | T ~—=*t;'155.00 975.00 | 535.00] ||. || 310.00 
|_| 250.50 | N/A [ [160.00[” NA | 535.00| (| + +(| t1a67| ~~ ~+«| 360.00 | 
| ss | 252.005] N/A] /170.00| NA ['535.00|- «| a  etieaeel es ame |p ae00ns sl 
140.00] 107.50] 116.00] | 245.00 | NA | __| 290.00| 970.00 | 515.00] |. |. ~~+| | 330.00 
40.00] 110.00] 115.00] [246.50 [ N/A |_| 290.00] 970.00 [515.00] ||| | 340.00 | 
PESO Ts ad a eR el ee Ee a ee ee ey hc 
A A Se a ee ES a SE eee: 
Cee Re ee a ee Pe ee ee ae eS See ce 
Eh Bo oe ee a ee ee ee ee ee ee ee 
F hE Pe ee aa es ee ee Bae aes oe ae ees eS ee 
ON DE 2 LS ES ER) BUS OS ae es a ee ee Ee Sere a ee ae Re | 
Chatham EO] ME a a ee Re es ee ee 
ON iS |S ee a a ee ee Ee ee Ee i ee PI 
Toronto February 7.2005 [WA [Trop SC*dESCSC~*~*C*d‘SN 90.00 NA __| 420.00] 425.00 | 114.00 | | 205.00 | 300.00 
ON 5 Henuany 312005 3] eee a ee i _|tg0.00[_ NA 420.00 | 426.00 | 114.00 | 2, ch aes.007| e000 > 
Hamilton ESE SACS aS dad (ea De MC Ze CY a ee 
ON (SEES Ee a a SY Bg ET a ee 
Eastern FL ESE LST Nl a (a NT ee ( SNS PT ee) Pee 
ON CE TUES EG a Le RY Re a oS ee 
London GEC ELEC Sd BSS TO a NS ER SS ET ET RC A A PS Se 
ON CE 1 Td a es a a ES A Ee a oe 
Port Colborne CRESS AOE EE Cs A Dae a ee ee eS Poe 
ON i SE ee ee eS 2 ee es ake er 
Cardinal ES (TS Re OE Re 
ON paar eg wee edn See Pee Py aie a id eee S| ta | 2 |e op be ee = | 1] 426.001] 114.00 | oe | Geen 
Montreal February 7,2005_[ | 133.00 150.00 142.00 | 125.50| | 252.40 | 178.88 | 67.67 | 190.00] 850.00 | 408.00| 425.00 | 114.00] | 270.00 | 300.00 
QC 5) [January 31,2005 | 135.00 [ 150.00] 145.50 | 125.00 | FOB | 256.39 | 183.79 | 66.67 | 190.00] 850.00 | 424.00| 425.00 | 114.00 | | 270.00 | 300.00 _ | 
St. Jean QC (2) SEES SS ee Ed Ba Re a PL a os 
February 7, 2005 [In-Store _| 131.63 ia ARS ERE EAE ea Ee ee a Rc) Bert Decl Pc EE I Se 
January 31,2005 [=| 133.00 Cd SS Eo a MM (eke 2 DE re ea PS PE jer 
February 7,2005 [Track _| 156.86 A EE Ee a a ee  ) a mee 
January 31,2005 | «dt 157.53] 161.49 | 163.90 | FOB | 289.48 | 201.10 ae FO ae Ee) ee ee ee ee ee 
February 7,2005__[Water | NA | NA | NA | NA | || B= ae ea a eee es 
January 31,2005 _[&Truck | N/A [| N/A | NA [| NA | |_| Ba=zi eas a a es ee 
February 7,2005__[In-Store [| N/A | N/A | N/A | 159.00] | 324.25 | 0 Es Bes Se as 
January 31,2005 [ | «SNA | NIA | NIA 9:00: [eerie [9.325.60..| Se eS | a a 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2498, closing date February 4, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_(2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal 


B. CASH PRICES AND REPLACEMENT VALUES February 7, 2005 
PRAIRIE GRAINS 


Selected Points 7-Feb-05 24-Jan-05 10-Jan-05 9-Feb-04 
From: Thunder Bay(WCE) (2) 
Me 0s es ee eo eee Es Sar ee ee 
a a Re a ee) ee By ee Pe Pe 
[RS he ae Ee ees Seen (PE Oat Sera |e UAW |e SNA Sea ie NAT SIV SANA S| 
Se bo Re ce ee eae a ee ee Ee ee ee 
Rs TE aan a ee Date eel] NATE NA BNA eRe NAS! 
Be es 2 Pe ee ea ee ee ee ne oe se 
|e eS a tee See Oe Oat er A NA el BANA op] SNA as | OE RNIA Se | 
Le re ei eR] ee ORR PY oh] ee Barley = Seis’ | 50164 6088 | 8S 1166 SOSe 5] wee OO50 Mime 153.505. __ | 
| POE AES LP AN ee a ae, Oat aS) SAVE ee | ae NA Se Ae NA | 
[Shae is Sy Wil ee OE ae A a See | wa aiset Barley Ame |. 6116200 ee alien 166.00 ae een 67 00am (181.001 | 
In-store 
[ae i REP eA Sey ener ht] Gera eeDal ven bei NAc NA eR NAG | ON AGE = | 
aa a a d= Pe et Pee ye ees oe a 
| __ Stephenville, NL____|Track/ Truck via Sydne 
| Ra AS oe Weer ee ee age e9 11] URE Oat! Sed [Teel NAP ee NIA ee aN ATE | 
Rs eS ee, es ea ee 
eee Melfort SK eae |e ES EE ea aa AR Wheat ©227s [AM N/AG a Ses NAaee rere NIA Sn ee UNIAN | 
| ac RE RETO ae Rael ele PERL 8 98) Oat 55.48 [NA eee NA NA ee ge NA 
Ts olan MEAS eee atT rack 
| eae Bay port (ON Mikaiiiond seeh SP ees BaF SrWheat Jere (Te NAP TS eNA es eee NA en NA | 
Lo eae ee he eet en Oat at) ONAL NA NAS eee oo ANAT | 
se a Pe el Tracks ea oe Ol a Barley = 0) | 1 NAR | NASR TNA See ENA DE | 
22 “Bi Montieali Cee ee iam ee es oils eee (aie Wheat Stall Sekt NIAGEES | Oe Aes en NVA 2 me at CORA | 
SS Ee a ee oo ed Pe ee 
| SE AR EPA Track Sem oe  a E s Dalley == S| Hor NAR Saat NA See aN Aen me NA | 
|... # Moncton; NB Sse he Bind] awe ee Sty a lt a Wheat ALB NAD al eNAm ep aeenes NIA ae Ok SNARE — | 
BESS See Bee ee ee ee ee ae ae ees ee ie ee 
MS a ie ie es Rd ed es 
= STrino (NS Satie * aS hey Ee) Ye sWhoat Set KIN/AT a NIA | NA mene Nee aNAMT =. | 
ee EL a ae Ae | SE Oat a | Weg NAS ee ARENA seme ENA S| ve BETA 2] 
PE Be track /iinick via Sydney) & | Bea Barloy A 229 Se WADE RRNA. go Tei NA NAS © 
pe" Stephenville: Nv giieae el seer AG ALS Tae heath 8 | EORNAP ae ne NIA Oe een UA ee oe PNAS | 
a EOE TE LIENS NE. Secs eC eg Oat Pee 8 | ANIA INAS aa DENA ela Poe EE NAteD | 
aes SS Ss ee a et 2 | eibaley area (SS NATE [EAN ASS | PNA ORS Lace NA | 
ae a Sk ey See ae ee Me Oe ey See eee awa. OR See | 
ai 4k OTs Fa Se ee | 
Comss tS Gane | BA eee ee S87 -Feb-05y-|424-Jan-05 10-Jan-05 9-Feb-04 
FromsUS Lake Port. este {]On Board Vessel se 2t (50 8] # 195.04 ilar 94.230 || Se O8.99T Men | m147 569. | 
FoR eMon teal OC aCe in-store 39 oh ey ene ee ek Bie TOSI SN wea 2rems ede 1 18.03. ok a ene 165.69e— | 
rom: aiChicago (Itt) Pema Track hah ek Ran Rae Re Jad NGO 65 WR fen 05.04 ert nn10487 mee |e 147 coe | 
To: Montreal, QC [Track eee 12874 Si eee OG ew |e RIG CoM a eA. | 
[EromeChathiam,-ON 2 sea Tack Jo ee aang |-aamee eon | EN 03:24 |e 0a aoa 0S 49a | ISSO | 


ft 


O: Montreal, QC 


— 
= 
pe) 
.?) 
xn 


d2745 126.00 129.36 176.88 


Soymenl 4890 Protein mae eS 6 ee Beh ee PP ae ee ee SE tee 
(IRI ee ee a ee ee ee 
Track Ie A 01266 62 as [20772 9275.43 | a76.135— | 
She Moncton, NBA Sara a Track Boge GP ay Gee pea Enis | e205. ark ee ope.d7e wm flame zo41emk wl go4.ca | 
eoeesetruro, NS eae Trackoue: SESE Teese ND ea 5o mpl 260.60-m [om w2d7.40 mn | 398.107. _| 

Stephenville, NL Track /Truck'via Sydney WS] Sf 337.22 5 [338.32 7 34803 446.73 _—«éd 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 


NGREDIENTS AT SELECTED POINTS January 24, 20 
REFERENCE PRICE (1) PRICE} SOYBEAN] CANOLA | MILL- | MEAT] FISH | ANIMAL] GLUTEN] GLUTEN] FEED | DEHY oes 
January 24,2005 [FOB _—*| 122.00| N/A | 125.00| 142.00| _| 264.00 | 151.00 | 00H Bs Ee Ey ae eee SS I 
anvary 17,2005 | ___*['122.00[_NA_| 125.00 [ 140.00 | 262.00 | 151.00 | 117.00] | 850.00 | 500.00] | 111 325.00 
Hanvary 24,2005 _|FOB [104.00] N/A [112.00 [140.00[ [26650 [| ——«|_—S—S~S—=«éd 4005.00] 975.00 | 535.00| 1-1-1 —SO-SO3 10.00 
pees 1104 00 OVA /5442.00)] 7128.00 [oy (206.50 v]e |. ae [165,00] 975.00: [595.00 | a ee |e [|e me [OO 
January 24,2005 [FOB | 85.00 [134.50 92.00 [130.00[ | 264.00 [| NA |__| 180.00] N/A | 535.00] | | 11833 | 1 360.00 1 
4) [January 17,2005 [| 83.50 | 131.00] 93.00 [133.00] | 269.00 | N/A | 1180.00] N/A Key ed A Oe 
January 24,2005 [FOB | 129.00] 140.00] 111.00] 115.00 [242.00 [NA [|__| 290.00] 1007.50 | 515.00] |. |. +1. 1 340.00] 
January 17,2005 [126.50] 140.00] 110.00 [716.00 [248.50 [N/A |__| 290.00] 1012.50 | 515.00| | | 11 350.00 
ere all Store Meee) 100.00 N/A“ IM107 65)| 2 on [boa (Pee og | ee] eh onl wis & (ek oletea w] a leo ec eee 
January 17,2005 [=| 103.00[ N/A SUIT) BE a aa PS a ded RT OE Be Ee Le ee 
Lake Ports 1 PZ SSE | ES El a) a ey a a eS SES ea 
USA 3) [January 17, 2005 Shek NS a a ae es ae EE EE Se ae 
Bay Ports SE EE Sr I BR Le Re EE es ce es 
ON CCE PE eS CC Ed a A Se Ese 
ee a FS a a EN CN RC DE] RE GL 
ON RE UT) ET a eC a ee 
corre. fas 24, 2005 eee eee | Sees ees bee See [FFOs | (ahs Se | ee 2) 179:00| NAS= [2420.00 | 425.001| 11400 [ame | as 0G aeaOs Come 
ON 5 ee S| eee) een eee |e [ane Seon | se 0 wo. | rsa] 968.00fe NIA | 440.00 | 405.001] 711400 | ae 265.00 | 300.00 | 
Hamilton eae Nee Seat | fees |= | pase | 245.007 | AAS | ee eet a| a eae e 2 |e ee eae >| ae a] ee 
beware a ae 
Ee ae a eek NG TY 
ON CS Es a a a A Ed Sc 
London TEN SSN a GO ee 
ON ea oe eto e elena eee) meme h rare | Geet | aren | ay | tl FS] wy @ [495001] 41400 | ae el ane a 
Port Colborne ree Oe eee | eee oe lees | ae tee |e ot er |e ge | 92,608]: a [pe «me lems 16405001) 1d pn | eno ae | 
Ne beeen} — — FT Proof 
RC eS SS a as 00: (144.00 | ee 
ON Cs SEE Ea a de Re 
pores. panuanzeczoos [138.00 160.00 144.00 { 124.00 | [25.68 [172.73 | 69.00 | 17900| @60.00_| 424,00 | 425.00 | 114.00 |_| 270.00 | 310.00_] 
QC 5 January 17,2005 _{ [133.00 | 150.00 146.00 | 124.00 | FOB [252.53 | 172.33 | 74.00 | 168.00| 850.00 | 424.00 | 425.00 | 114.00 |] 270.00 | 310.00 
Trois-Rivieres 1 BES TES cae J ERAT FS EP BE Ba PA BE a Pd GER ie oa] RE EN Ee ee 
UOT ZB os RE Ce aD PT A EN EE EN EE |e 
St. Jean QC (2) [January 24,2005 [FOB =|: 145.22[ 124.48] 145.70 | 115.75| _~*(| 242.10 ae Se a a ee he ee) ee ee 
(BE a eB De 2) a en a a as Ss, 
In-Store ELEU ERE TOSS COE ESR Bie ed EZ et RL ee PR ES nd a RG | 
January 17,2005 [=| 131.03] NVA Sen ne Eo Be Ds eS ee el Le ees i ce 
Truro January 24,2005 [Track [157.86] [161.49 | 164.03| | 283.48 [ 201.10 | 22905] | 50500|. (|. -+Y...~-+Y| 1 31000] 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close | US$1.00=CAN$1.2212, closing date January 21, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Wester or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_(2) Canadian Corn #3 or #2 (3) US Com (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal Basis - Cash Price WCE) (9) Oats 3CW 
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Selected Points 
rom: Thunder Bay(WCE) (2) 
CBOT 
Lethbridge 
0: Bayport, ON (1 


Price Basis 
n-Store 


Barle 126.00 

n-store Wheat 183.61 

Barle 153.39 

Montreal, QC __(1 Wheat 188.03 
Oat N/A 
Barle 158.31 

Wheat 210.25 

Oat 

Barle 182.50 

Wheat 204.22 
Oat N/A 

Barle 180.00 

Wheat 195.28 


n-store 


Moncton, NB Truck via Halifax 


Truro, NS 
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Halifax, NS 1 -store 
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Oat 
Barle 166.30 
Stephenville, NL Track / Truck via Sydne Wheat 258.63 
Oat N/A 
Barle N/A 
Wheat N/A 
Oat N/A 
Barle N/A 
Wheat N/A 
N/A 
Barle N/A 
Wheat N/A 
N/A 
Barle 
Wheat 
Oat 
Barle 
Wheat 
N/A 
Barle N/A 
Wheat N/A 
N/A 
Barle N/A 
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oymeal 48% Protein 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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MALTING BARLEY: SITUATION AND OUTLOOK 


Lower supplies of malting barley in Australia and Canada are expected to continue to provide strong support for 
malting barley export prices in 2004-05. However, this has been partly offset by downward price pressure from 
increased malting barley supplies in the EU, the strength of the Canadian dollar and high ocean freight rates. The low 
quality of the 2005-06 barley crops in Canada is expected to reduce Canadian exports of malting barley. This issue of 
the Bi-weekly Bulletin examines the situation and outlook for malting barley. 


Government 
Publications 


WORLD BARLEY MARKET 


Barley accounts for 15% of world coarse 
grains use, second only to corn (68%). 
The barley share, however, is trending 
down. The increasing share for corn is 
due mainly to higher productivity gains, 
stronger demand from the growing poultry 
and hog industries and growth in industrial 
use. 


The barley market consists of two major 
segments: the feed barley market and the 
malting barley market. In order to be 
selected for malting barley, the barley 
must meet certain quality standards, the 
most important of which are the protein 
content, extraction rates, plumpness and 
germination. If it is not selected for 
malting, the barley is used for livestock 
feed. In Canada, generally all barley is 
either the two-row or six-row variety but 
there are feed vs. malting varieties. About 
70% of world barley is used for animal 
feed, 20% for malting, and 5% for direct 
food use. Trade in barley grain averaged 
16 Mt over the past ten years, of which 
about 30% was malting barley. 


For 2004-05, world barley production is 
forecast by the USDA to increase to 153 
Mt, compared to 142 Mt for 2003-04 and 
the five-year average of 135 Mt. With the 
exception of Australia, production is 
expected to increase in all major exporting 
countries, especially in the EU-25 and 
Ukraine. Supplies are expected to 
increase by 3% from 2003-04, to 174 Mt, 
as increased production is only partially 
offset by lower carry-in stocks. World 
demand for barley, however, is forecast to 
decrease by 1% from 2003-04 to 145 Mt, 
but remain significantly higher than the 
five year average of 137 Mt. The major 
factor driving down world barley demand 


is the reduction of feed barley 
consumption in the EU and Russia from 
last year’s high to a more normal level. 
With production exceeding consumption 
by 7 Mt, world carry-out stocks are 
expected to recover to 29 Mt. 


World barley trade is forecast by the 
USDA to increase from 15.1 Mt to 15.3 
Mt. While exports from the EU and 
Ukraine are expected to increase 
significantly, exports from Australia and 
Canada are forecast to decline sharply. 
Imports by Saudi Arabia and China are 
forecast to increase. 


WORLD MALTING BARLEY MARKET 


The availability of malting barley depends 
on conditions in the general barley 
market. In general, high production of 
“parley” will imply high production of 
malting barley. However, crop conditions 
and the marketing system/infrastructure 
also play critical roles. 


For 2004-05, world malting barley 
supplies are forecast by industrial sources 
to increase as higher production in the EU 
more than offsets lower production in 
Canada and Australia. World trade in 
malting barley is forecast to increase by 
4% from 2003-04 to 5.1 Mt. Exports are 
expected to increase for the EU-25 and 
the US but the low quality of the barley 
crop in both Canada and Australia will 
reduce their exportable supplies. 


MAJOR EXPORTERS 


Lower Exports from Australia ona 
Smaller and Lower Quality Crop 
Australia is the world’s leading exporter of 
malting barley, accounting for about one- 
third of world trade over the last five 


years, at an average of 1.7 Mt. The 
selection rate for malting barley in 
Australia averaged 36% of the crop and 
ranged between 30% and 49% over the 
last five years, the highest among major 
exporters 


As the major competitor for Canada, 
Australia plays a dominant role in China, 
Japan, South Korea and other Asian 
markets. Australian barley is generally of 
lower protein content than Canadian 
barley, and enjoys low transportation 
costs, both inland and overseas. As a 
result it is generally very competitive in 
terms of price and quality. Canada and 
Australia also compete in the South 
African market. 


For 2004-05, barley production in 
Australia is forecast by the Australian 
Bureau of Agricultural and Resource 
Economics (ABARE) at 6.2 Mt, 28% 
below last year’s record crop and 4% 
lower than the 5-year average, due to a 
6% decrease in area seeded and lower 
yields. Low subsoil moisture levels and 
below average rainfalls in September 
and October have reduced yields from 
the exceptional 2003-04 season. 
Production in South Australia, Western 
Australia, and Victoria, the top three 
producing states, is estimated to have 
dropped by more than 30%. Severe 
frost, unusual warmer temperature, and 
rain at harvest have adversely affected 
crop quality and the potential selection 
rate for malting barley. 


As a result, malting barley supplies for 
the 2004-05 marketing year (Nov-Oct) 
are forecast by ABARE to decrease by 
24% from 2003-04 to 2.20 Mt of which 
0.17 Mt is expected to be absorbed by 
the domestic market, 0.56 Mt to be 


Canada 


exported as barley malt and about 1.50 Mt 
to be exported as malting barley. This 
represents a 30% decrease in Australia’s 
malting barley exports from the record of 
2.1 Mt in 2003-04 and an 8% drop from 
the five year average of 1.59 Mt. 


Higher EU Production and Exports 
The EU is the second largest exporter of 
malting barley and the world’s largest 
exporter of barley malt. France is the 
leading EU exporter of malting barley, 
followed by Denmark and the new 
members, the Czech Republic and 
Hungary. The EU also enjoys the most 
diversified markets among the major 
exporters. China, Russia, Brazil, 
Colombia and Peru are among its major 
markets. 


EU malting barley is dominated by two- 
row spring varieties. However, some two- 
row and six-row winter barley is grown in 
northwest Europe. The EU also has a 
relatively low select rate, of malting barley 
from the whole barley crop, at 20-25%. 
Although higher than the average of 16% 
for Canada, this is much lower than in 
Australia. The EU is also different from 
the other major exporters in that more of 
its malting barley production, 60-65%, is 
processed domestically, rather than 
exported unprocessed as grain, while that 
ratio is only 45% for Canada and one third 
for Australia. 


For 2004-05, barley production in the EU- 
25 is estimated by the USDA to reach a 
five- year high of 61.8 Mt, 13% higher than 
last year and 8% larger than the average 
of last 5 years. A milder winter and 
adequate soil moisture boosted yields 
significantly in France, Germany, Spain 
and other member states, despite a slight 
decrease in area harvested. 

Meanwhile, with the substitution of feed 
wheat and corn for barley, domestic feed 
use is forecast to return to a more normal 
level of 38.0 Mt from last year’s 41.0 Mt, 
although domestic food and industrial use 
remains unchanged at 15.9 Mt. EU barley 
exports are forecast to partially recover 
from last year’s 1.0 M to 3.3 Mt, but are 
still short of the historical average of about 
6.6 Mt. As a result, EU carry-out stocks 
are projected to recover robustly, from 4.0 
Mt in 2003-04 to 8.9 Mt, compared to the 
historical average of 9.6 Mt. 


Larger surplus supplies of malting barley 
in the EU, less competition from both 
Australia and Canada, and stronger import 
demand are expected to raise EU malting 
barley exports in 2004-05. Malting barley 
exports for the EU are forecast to increase 
from 1.1 Mt in 2003-04 to 1.3 Mt in 2004- 
O05: 


Lower exports from Canada 

In Canada, about 75/25 per cent of the 
area seeded to barley is of malting/feed 
varieties. Newly released malting 
varieties tend to narrow the gap in yields 
between the two barley classes. Canada 
has the lowest selection rate of malting 
barley at about 16 per cent of the total 
barley crop, making Canada a consistent 
supplier of top quality malting barley in 
the world. The remainder is used for 
animal feed by the growing livestock 
industry in western Canada. 


Canada and France are the major 
exporters with significant supplies of both 
two-row and six-row malting barley. With 
the development of new two-row varieties 
and to adapt to the growing demand for 
two-row barley overseas, the area seeded 
to two-row varieties in Canada has kept 
increasing, at the expense of six-row. In 
the last decade, the market share for two- 
row varieties has increased from less 
than 50% to more than 70%. Currently, 
two-row barley is produced mainly in 
Alberta and western Saskatchewan and 
six-row varieties are concentrated in 
Manitoba and eastern Saskatchewan. 


In 2003-04, Canada produced 12.3 Mt of 
barley. Of the total supplies of 13.8 Mt, 
about 8.6 Mt, or 60%, were used for 
domestic feed and 0.9 Mt were exported 
as feed barley. For the 1.8 Mt selected 
as malting barley, at a rate of 15%, 1.6 
Mt were exported, consisting of 0.9 Mt of 
malting barley and 0.7 Mt of barley malt 
(in grain equivalent). The major markets 
for Canadian malting barley were China 
and the US, with small volumes to South 
Africa and South America. 


For 2004-05, barley production increased 
by 7% from 2003-04 to 13.2 Mt, as higher 
yields more than offset lower seeded 
area. The total supply of barley increased 
by 11 percent as a result of higher carry- 
in stocks. However, unfavourable 
weather conditions significantly reduced 
crop quality and the supply of malting 
barley. Low temperatures delayed 
planting and impeded the development of 
the barley crop. This was coupled with 
early frost which resulted in immature 
seeds, frost damage, and shrunk/broken 
kernels. Finally, rain at harvest caused 
severe fusarium and sprout damage in 
some areas, making it very hard to meet 
malting barley standards. 


As a result, Canada’s malting barley 
supply is forecast to decrease to 1.7 Mt, 
consisting of 1.5 Mt of two-row and 0.2 Mt 
of six-row. About 0.8 Mt is available for 
export as malting barley destined mainly 
for China and the US. Of the 0.9 Mt 


processed domestically, 30% is 
expected to be consumed by the 
Canadian beer industry and 70% 
exported as barley malt. 


Argentina: a Regional Player 
Argentina has recently become a 
significant exporter of malting barley and 
barley malt, mainly to Brazil and other 
countries in South America. Barley 
production in Argentina is estimated at 
0.7 Mt for 2004-05, more than three 
times the output in the 1980’s. Exports 
are forecast to remain at 0.15 Mt for 
malting barley and 0.3 Mt for barley malt. 
The vast majority of Argentina’s exports, 
both malting barley and barley malt, are 
expected to continue to go to Brazil, with 
the remainder to Chile and Uruguay. 


MAJOR IMPORTERS 


Higher Chinese Imports 

China started importing malting barley in 
1980 and has been the world’s largest 
malting barley importer for more than a 
decade. In 2003, China replaced the US 
as the world’s largest beer producer. 
The beer industry in China is growing 
very rapidly and currently requires about 
3 Mt of malting barley a year - 1 Mt of 
which are domestically produced and 2 
Mt are imported. China has been the 
leading market for both Australia and 
France and the largest market, second to 
the US, for Canada. 


In 2003-04, malting barley imports into 
China decreased from 1.9 Mt in 2002-03 
to 1.4 Mt, due to larger domestic supplies 
and higher carry-in stocks. Although the 
official estimate of China’s barley 
production, at 2.7 Mt, is significantly 
lower than the historical trend and 
USDA’s estimate of 3.4 Mt, domestic 
supplies of malting barley were 
estimated at 1.3 -1.4 Mt, significantly 
higher than the historical average of 1.0 
Mt. In addition, the outbreak of SARS in 
the spring 2003 reduced China’s beer 
consumption, leaving higher stocks, 
mainly imported malting barley, carried 
over to 2003-04. 


For 2004-05, barley production in China 
is officially estimated to have increased 
to 3.7 Mt, due mainly to higher area 
seeded to barley. However, domestic 
supplies of malting barley are expected 
to be well below 1 Mt. Drought 
conditions during vegetation and rain at 
harvest affected protein content and 
screenings in northeastern China and 
the lower Yangtze River valley, leaving 
northwestern China the only major 
producing region with a normal selection 
rate. As a result, prices for domestic 


barley have increased from US$170/t last 
year to a historical high of US$210/t. 


Based on an average malt usage of 10 
Kg/hl, China’s total demand for malting 
barley is forecast at 3.3 Mt in 2004-05, 
suggesting an import demand of 2.75 Mt. 
However, as seen in the past, malt usage 
in China is very price-sensitive and 
imports are forecast to increase to only 
2.0 Mt. 


Lower US Imports on Larger Domestic 
Supply 

The US is the second largest beer 
producer in the world. However, US 
government support programs have 
reduced area seeded in traditional malting 
barley areas. As barley demand for food 
and processing remained stable at nearly 
4.0 Mt, malting barley imports have 
increased to about 0.5 Mt, while exports 
declined to 0.2 Mt. 


Although the US malting barley market is 
still dominated by six-row varieties, two- 
row varieties have gained popularity in 
recent years. In North Dakota, the leading 
state in US malting barley production, 
farmers favour six-row varieties due to the 
relatively humid growing conditions in the 
Red River Valley. However, malting 
barley production and processing capacity 
have increased in Montana and Idaho 
where drier growing conditions allow a 
higher production of two-row varieties and 
the selection rates are much higher than 
in North Dakota. Currently, two-row 
varieties account for 20% of US barley 
area, while six-row varieties account for 
80%. 


US malting barley imports have trended 
lower in the past decade, from an annual 
average of 0.7 Mt to less than 0.5 Mt, 
while imports of barley malt, mainly from 
Canada, increased sharply. However, the 
US has been the leading market for 
Canadian malting barley and is expected 
to continue to be one of the major markets 
for Canada. For 2004-05, US imports are 
expected to continue the downward trend, 
decreasing from about 0.5 Mt in 2003-04 
to 0.45 Mt, due to higher US carry-in 
stocks, large domestic production with 
good quality, and concerns over 
exportable supplies from Canada. 


Russia has Great Potential 

Russia has been the world’s second most 
rapidly expanding beer market after China 
in recent years and the market is expected 
to continue to grow, albeit at a rate lower 
than the current annual average of 20%. 
The rising consumption is attributed to 
increased consumer incomes and 


changes in government taxation favouring 
beer over vodka. 


Russia requires about 1.2 Mt of malting 
barley annually. About one third of the 
requirements are sourced from domestic 
production. Russia’s imports consist of 
an average of 0.17 Mt of malting barley 
and 0.73 Mt of barley malt (in grain 
equivalent). In addition to the growth in 
beer consumption, the building-up of new 
domestic malting capacity will boost 
Russia’s malting barley imports 
significantly, substituting for malt imports. 


The EU has been the predominant 
supplier of both malting barley and malt 
for Russia. This situation is expected to 
continue, although the balance is . 
projected to shift rapidly from barley malt 
to malting barley. However, 
developments in the Russian market are 
expected to become more relevant to all 
market players, including Canada. 


PRICES 


World Prices 

World malting barley prices are heavily 
dependent on several factors: (a) the 
quantity and quality of the barley crop 
available for selection in the major 
exporting countries, which, in turn, is 
closely related to weather conditions; 

(b) world feed barley prices which are 
affected by US corn prices and barley 
supplies in the Black Sea region and the 
EU; (c) policies in the major exporting and 
importing countries, such as export 
subsidies in the EU; and (d) demand from 
the major importers. 


For 2004-05, decreased exportable 
supplies and lower crop quality in 
Australia and Canada are providing 
strong support to world malting barley 
prices. Strong import demand, 
particularly from China, will also support 
world prices. However, the strength in 
malting barley prices is expected to be 
partially offset by larger supplies from the 
EU. The weakness in the world coarse 
grain market is also expected to pressure 
malting barley prices. 


Record US corn production and larger 
exportable supplies of feed barley from 
Ukraine and the EU lead to the weakness 
in world coarse grain prices, although 
world demand remains strong. World 
feed barley prices are expected to be 
further depressed by EU export subsidies. 
While suspended in 2003-04, EU export 
refunds for barley were re-introduced in 
October 2004. For the crop-year to date, 
the EU has applied subsidies on 0.86 Mt 
of barley at an equivalent of US$23.61/t. 


As a result, world feed barley prices for 
2004-05 are forecast to decrease by 
15%, or about US$20/t, from 2003-04 to 
US$110/t at PNW. For malting barley, 
world prices in US dollar are expected to 
average US$150/t at PNW, US$155/t in 
Adelaide, Australia, and US$160/t at 
Rouen, France 


Canadian Returns/Prices 

Malting barley prices for Canadian 
farmers are expected to be pressured 
further by the strength in the Canadian 
dollar and higher ocean freight rates. 


The Strength in Canadian dollar 

The exchange rate for the Canadian 
dollar is expected to average Cdn$1.23 
per US$ for 2004-05 versus Cdn$1.34 
and Cdn$1.50 per US$ in 2003-04 and 
2002-03, respectively. The stronger 
Canadian dollar alone would cause 
malting barley prices, in Canadian dollar, 
to drop by 8% from 2003-04. 


A strong Canadian dollar has 
implications for prices/returns, not only in 
Canada, but for Canada’s 
competitiveness in the world market. 
However, the impact is mitigated by the 
fact that major competitors’ currencies 
also appreciated against the US dollar. 
For 2003-04, the Euro and Australian 
dollar strengthened by 2% and 9%, 
respectively, against the Canadian dollar, 
meaning that changes in these exchange 
rates put Canada in a better position to 
compete. However, the situation has 
changed for 2004-05 as the Canadian 
dollar has gained 2% and 4% against the 
Euro and the Australian dollar, 
respectively, making Canada less 
competitive. 


Higher Ocean Freight Rates 

For 2004-05, freight rates are expected 
to average US$40/t from the PNW to 
China vs. US$29/t in 2003-04 and 
US$27/t in 2002-03. Given the strong 
demand for and the inelastic supply of 
dry bulk ocean freight services, freight 
rates are widely expected by the industry 
to remain high for at least a few years. 
Higher freight rates have the effect of 
depressing export prices and raising 
import prices, with some of the extra cost 
ultimately born by Canadian farmers. 


However, major competitors have been 
affected similarly, if not more. Freight 
rates for 2004-05 from Australia to China 
are expected to average US$30/t vs. 
US$27/t in 2003-04 and US$18/t in 
2002-03. Therefore, as in the case of 
exchange rates, high ocean freight rates 
have a large impact on Canada’s export 


returns/prices, but a less significant impact 
on Canada’s competitive position in the 
world malting barley market. 


The 2004-05 CWB Return Outlook (PRO) 
in January 2005, in-store Vancouver/St. 
Lawrence is $178/t for Special Select 
Two-row and $162/t for Special Select 
Six-row designated barley. The PROs are 
about $20/t lower than 2003-04 PROs this 
time last year and, if realized, represent 
one of the lowest total payments to 
producers in the last few years. 


OUTLOOK FOR 2005-06 

For 2005-06, world barley production is 
expected to decrease by about five 
percent to 145 Mt, as lower production in 
Europe and North America more than 
offset higher production in Australia. Crop 
quality in Canada and Australia is 
expected to return to more normal levels, 
raising world malting barley supplies. 
Import demand is expected to remain 
strong for China, Russia, Latin America 
and the US. US corn prices are expected 
to increase slightly due to lower 
production. A stronger world feed barley 
market is expected to support world 
malting barley prices. However, the 
Canadian dollar is expected to continue to 
be strong which could partially offset the 
gains in higher commodity prices 


LONGER TERM OUTLOOK 

For the period of 1996-97 to 2002-03, 
world consumption of feed barley trended 
down, from more than 100 Mt to 92 Mt 
and world trade fluctuated between 9.8 
and 13.8 Mt. For the same period, world 
trade in feed barley increased from 3.8 to 
5.0 Mt. Trade in barley malt increased 
from 4.6 Mt to 5.7 Mt. 


For the 2003-04 to 2008-09 period, 
malting barley trade is forecast by IGC to 
increase by 1.2 Mt to 6.2 Mt, while world 
trade of feed barley is expected to 
increase by only 0.8 Mt to 13.4 Mt and 
world trade of barley malt to stagnate at 
5.5 Mt. 


The proportion of feed barley trade is, 
therefore, expected to decline from about 
60% in the early 1990’s to 50% by 2008- 
09. The malting barley and barley malt 
sector is forecast to gradually expand due 
to rising beer production in several 
countries. Within the malting sector, the 
grain component of trade is set to gain 
ground on malt, as malting capacity 
expands for key importers. 


The beer industries in the developed 
economies are generally in the mature 
stage. Per capita beer consumption has 
either declined or stagnated in the last 
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decade, due to increasing awareness of 
the health risks associated with heavy 
alcohol use, changes in consumer 
preference (the rising popularity of red 
wine and some soft drinks), increased 
competition from other beverages 
(flavoured alcoholic drinks), and more 
restrictive government regulation and 
taxation 


Declining beer consumption in North 
America, Western Europe, Australia and 
Japan, combined with the substitution of 
rice for barley and the popularity of low- 
malt beer have constrained the growth in 
demand for malting barley. However, 
beer consumption has been increasing in 
developing countries in Asia and Latin 
America and in eastern Europe and the 
CIS, as a result of fast economic 
development and higher income. 

Included in the countries with the greatest 
growth potential are China, Russia, Brazil, 
Mexico, Argentina, Thailand and Vietnam. 
These regions are expected to drive up 
world demand for malting barley in the 
decades to come. 


Chinese Demand 

Higher income, urbanization, and a larger 
proportion of young people are expected 
to continue to drive up China’s beer 
consumption and, thus, malting barley 
demand in the decades to come. 
However, new initiatives in China’s barley 
sector could have significant long-term 
implications for the world malting barley 
market and Canada’s export potential to 
China. 


In reaction to years of high prices and 
supply fluctuation in the world malting 
barley market, China’s Ministry of 
Agriculture has drafted a five year plan to 
boost China’s domestic malting barley 
production and partially substitute for 
imports, by identifying and tackling issues 
in China’s domestic malting barley supply 
chain. If implemented successfully, 
malting barley imports into China could be 
reduced significantly and world prices 
could be pressured downward over the 
medium-to-long term. 


For more information please contact: 
Joe Wang, Coarse Grain Analyst 
Phone: (204) 983-8461 


E-mail: wangjz@agr.gc.ca 
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Production Domestic Consumption Exports Carry- 


Crop.) cal. a a SS ae a_i e a out 
Area Feed Malting FWD Malting Other Feed Malting Malt stocks 


000 
(Aug.-Jul.) ha 


2000-01 4,468 2.96 11,051 16,106 
2001-02 4,150. 2.61 8,912 13,473 
2002-03 3,348 2.24 6,384 9,796 
2003-04 4,446 2.77 10,347 13,838 
2004-05f 4,050 3.26 11,561 15,344 


Notes: 1) Exports of malt are in grain equivalent. 
2) Feed production = total production minus malting barley selection; including seed, waste & dockage. 
3) Production of malting barley equals malting barley exports plus malting exports plus food & industrial use. 
4) Other domestic consumption = human food use + seed use + loss in handling 
FWD = Feed, Waste and Dockage 


Source: Statistics Canada and AAFC 
f: AAFC February 2005 forecast 


Other 1/ Total 
A ies ROSH EEE thouSandHONnNeS eects eee eee 
China 400 500 1,100 0 2,000 
Other 2/ 350 0 50 850 3=1,250 
Latin America 3/ 300 0 100 250 650 
Asia 4/ 250 0 200 100 550 
US 100 200 50 0 350 
Europe 5/ 0 300 
Total 1,700 700 1,500 1,200 5,100 


Australia 


Canada 


1/ includes Argentina, the US, and Eastern European countries. 
2/ includes Middle East, South Africa and Oceania 

3/ Central America, the Caribbean, and South America. 

4/ All of Asia, except China. 

5/ All of Europe, except the EU. 

Source: USDA, International Grains Council, Statistics Canada, AAFC 
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CANADA: BARLEY SUPPLY AND DISPOSITION 


psa nannnnannnsaenaanasnnga anannanne nanan nnn nnanna tanga nnannnatansna nna nna ngenannaantsanosanoa ssa naonosnos ans nasgaannas ons saa naannanana nna nnanneangnnnasnaanannaa anna ona tas anaes AA STRAT 


Production 


SSC KS GGG HGS GS SS SSK SSS SASS SSS Se SG KRKGKE RSG RG KRG HGS SRLS HS SSS SSS SSR SAR SGC KHL KKH SASS SS SSS HS SH SS Se Ss 


BA 8 A LS SSS Sw Sy 


Million tonnes 


153 4854 14 $96 13 198 
f forecast, AAFC QWanuary, 2005) crop year (August - July) 
Source: Statistics Canada 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS 


February 21, 2005 


Vancouver ~~ |[Febraary 21.2008 [FOB | 125.00| N/A | 127.00| 14150] | 270.00 | 17550 | 102.00] | 675.00 | 500.00, | | | ——i*|-—- 335.00 
4) (7) [February 14.2005] | 125.00 N/A _| 127.00 | 142.42] | 265.00 | 165.50 | 103.00| | 675.00 | 500.00] | | | | 335.00 _| 

Calgary February 21.2005 [FOB | 104.00 N/A | 108.00] 139.00] | 26050 | | | 148.00] 975.00 | 535.00] | | | | 310.00 _| 
AB 4) {February 14-2008] | 104.00] N/A 108.00 | 140.00] | 267.00 | | | 145.00] 975.00 | 535.00[ | | | | 310.00 _ 
Saskatoon -[February21.2008|EOB | 77.50 | 145.00| 85.50 | 129.00] | 273.50_| NWA | | 160.00] NA | 535.00] || 116.00] | 360.00 _| 
February 21.2005 [FOB | 425.00 140.00 107.50 | 116.00] | 262.00 | NA | [290.00] 970.00 | 515.00{ | |_| | 340.00 _| 

4) (9) [February 14.2005] ] 12.00] 140.00| 107.50 | 116.00] | 245.00 | NA | | 290.00] 970.00 | 515.00] | | | | 330.00 _ 
eee ae STP EO ET TA FT CY CE RE IE a a 
ON ‘Jae SU I a a a a ea a ae a 
cee een ener nal Onno 9 awed as | | a7 ta cle 2 |e et on lee | | Clee a 2 oe) ao 
USA AEE ce oD TT TT CY TT SN Ce 
Bay Ports mavenaonal NESS [128.00 | 05. 00|KIon ool sale St ten lwo pe le (fe 2 |e oe oe ee ee 
ON amano aeeiee J [12600206 0N|ian 0 aa ih 2 let telat fe mies [ee also) el ee 
Chatham [le is EO LD Du SSS] EY A A NY El ee 
ON (oe sesRORU US ES OW CY CD (a SE RP 
Toronto February 21,2005 [WA || ||| Fos] | | _|212.00| WA _| 420.00| 425.00 | 11400 | | 265.00 | 300.00_| 
ON oh im ioe Tete 0 [dk lee en cls rt pes] | 203.67) WA [420,001], 406,00:]11400 | @ |e zemoumleaaonumel 
anion [ESE Ls od NN eS YY ELT CC ee 
ON [See COLEN Te Se eS NED OR LS PME LL OT ee | 
Ease [ise ERTS LOE Ed REN [EN ET GL PAY MRE (OEE A GE CE) SN ( 
ON [EET TR Td CTE EY ECC RN IRE SE A CR] GE ET TE ee | 
pee [ecrin SUaE oe STERN ARN CH AY EY Ge ON PL Ce oe ee 
ON [sce LEnROS (Pe aL] a I a (EE SE REY REE REET PS Ee 
se OMS Pe CULL LEU (ed YE EY NN RN Ad ES CN Ee 
ON a nee aed [ED [RR Palle pha gfe Sc at fe 59.008] 1 7 a |e ete |e 426.00l|ct44.001 | oe 
Cardinal [oT OET [CEE eT TN EN A IN CRY Nl INN LANCASTER PTL REO Ge Be” 
ON Cera en ed | A Eee eowe|= olan e oss e | ee 8 |< 2 | Wom [ads 001) 104.00 | amen eee 
Montes February 21,2005 |__| 132.00 150.00| 143.00 | 125.00| | 268.30 | 200.10 | 69.33 [200.00] 850,00 | 397.00| 425.00 | 114.00| | 270.00 | 290.00 _| 


5) [February 14,2005 | | 134.00 | 150.00] 144.00 | 125.00 | FOB | 258.63 | 185.50 | 63.33 | 200.00] 850.00 | 397.00] 425.00 | 114.00] | 270.00 | __ 290.00 _| 
iors viet oan eect 220 Sn Ite otore oat 132.60! es © |E137,004. 127,95") apt See aoe ee ee ee ee eae 
ESE ca TC Dh PE) Ky a Cee LS Ce a Ee Pe ee a eee 
Sides O@en(2)y emeony 20, 2005 EF OB ea Ba 8| 145.611 /121,93'5 143100 [15.60 pls as] 250.610 ee fee a pet ee eee ee ee eee 
Seis Ceci nelG 0.) EEE ae Ee Bd Ee SN ed Ee ee ee a 
ae  —————————————eeeEEE——E———————————E 
OC SLE ee RE eee ee ee ee 
Truro February 21,2005 Track _—s| 159.50] | 162.34 | 165.22] | 291.05 | 213.67 | 267.50] Sst 505.00] | CT 290.00 _| 
NS peetirtiary: 142005 )| Nea |168.56 |e 15 161.49'] 164220] FOB:| 288.885 |i. 201404] #5 |:256.55 | see || 505.00 |) eee] a 200.00) 


Truro February 21,2005 [Water | N/A | NA | N/A | NWA TO | 
ee a a ee a) ae ee ee ee 
En ee Be ee a en ee eee Be ee) 
asad aes ee | 100.00" | NIA 8 2 8 fe ef 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


US$1.00=CAN$1.2299, closing date February 18, 2005 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_ (2) Canadian Corn #3 or #2 (3) US Com (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal (7) Fraser Valley (8) Wheat & Barley (Basis - Cash Price WCE) (9) Oats 3CW 


B. CASH PRICES AND REPLACEMENT VALUES February 21, 2005 
This week Month ago Year ago 

Bee ee ee bee ee eee 
aa ee ee ee es ee ee Pee Ee I 
Se ie a Ee Ee Be Ee I ee ee 
= Ee tS | ee es ETO al ieee es (POI NA Peep eee NIA De See NA eee | NAS 
ae a a ee Ee ee ECE Se 
ig Si NSA is | ENO ay oe |e Cal ie Botan te oeNIA Ser] SSG! NA | RANA Ee NIA St 
BS ae ee ee ee ed ed ee ee ede Se 
a ae Oe | a aR NRE [oe CPR Oat aie at | Cet N/ASn | ty NASER NAa es |e ANIA 
fe ee I | Wn Re AS: Fee ll 19 ON Dalley iPS ech 165.50 el] M164 50a onl eee 165 50 een | Pa 82-508 5 -f| 
i i Sea Oe, ee Ne aRe | Mee On TE aNA se]? OAR Ree NAR ee |. NAT: 
Pe ee aye | are | ee Barley ts 169.00, | ee 162.00 aan | ome 66-00 em | lee 80.008) | 
In-store 
ee ees ees | Se Beet se eepiOatia 7 | N/AGIN | NIA Son Aas | SNA | 
2 ga RR PR BL et | Cae aes ed Barley SN ee 19 49:00 see 148:00 Toe 52 0m eae 166.30F © | 
AED es eee | ee Be RS Fae Oats Wis = (So NAS 52 | et NA enc Se, SNAG 
eS reas ei a Wis res Oh | NE Batey eo | CR NAne > [eee NA eee PORRSNIA Dey | ERA 
eS Melfort: SK pate ar aia | Ei ane oy Soe cl STM LWheater 7. ¢ [hoo NA tee | ie NIA ties N/A eer | NAG | 
Ais RRS a | Se aN Aird 2] (PY eas Oat ret | Fi NIATS Re N ee e NA e |e NAR T_| 
LS SS SRO a SP Tack eS) {Bailey Gat | NAPs [NACE | een | NAS | 
[Se BayporON ane vem eee ere are | ce Wheat SS | NA |S ANIA N/A N/A 
2 a a es | Sere eee eee ty [kT Oat” as |e NIA [De NA ek NIA eee NA a | 
Fe Sa Ne | Track 
|. SS MontealfOC san ies |airiaquat ohare Os 7 Fo | ree Wheaten | SN Aner e> ANIA” peinany NVA a EIN Aan = < | 
/< RENEER icy eaege CR CIEE RT Rr ak ieee aa Oat eee Het) See N/ACS = Tein Ameen | aera N/Anaee eR AGES = | 
| ee ak Aa ees | Track ea Mins FO ates © [ee het Rarley aes | Mg NIA Moar | oem NATE ee NA ne NVA a 5] 
Ps) Moni ctor NB weeny saat |e aaa) ere [SP See Wheaten tt) See NIA | NIA et ore cee | Ee NAGS | 
|. Sea cremains | Mele eC OE wre 1). 0k Et MeOathee ais: © N/A ee) [eee N/A ae | IAN Ac ae | NA | 
| ee ee Ea AOR Tracks Sx Of eed Risen’ ae Barley arma | ea NAP | ee NARS Ml eit sn N/A | ae NIA mS | 
<< THUrO FNS See WAR ema: Se has es] ee Wheat | soe NAS aD | IN/A Re wel hs AAO Aap Oo eRENIA I A | 
a a a ed ee | ee ee el ee ee a 
ate Sewer ee i irack Minickvia Sydne 
MES eae ee ee ee ee eee 
Ps ea eo ae es Pe) Mn teed eee 
Ee Se at a eR Bariey ete | mei erate kd N/A | NA es | INA | 
eee ok Oe ee ee, ee So Lo ee ey es CS ee 

Sa ee se ee 
kone ie Pe a 
| CONT tie ie Bessie ree] eee CR eee |e regs ce ees | 21-Feb-05 1/8 7-Feb-05 24-Jan-05 23-Feb-04 
FromssUS Lake Portsssayi a |On Board Vessel sits: sail mune eee anmmen=s |,ae 96, 64mn |NENROG/64 Ins min 04 2525 )mmNnIS2 75 areenl| 
Toes Montreal QC nm" (1)2eellin-storel amminn ie aeeniede | egal annem pn ta |i 115.05 em rio OO | a1 13, 2700 (EIT Za | 
eee AY ed i a re ed 
EEC ce ee ae I eS eo I 
From: Chatham,ON __| Track CE Es a ad as 0S Se ee ed Pd Pe ce 
To: __ Montreal, QC Track a Pe ee es ee 


Frome Hamition OI siete |i ioe Seed nae ee eae nl | eh 263 6720 [Na 263 o7pam aremnt a4 scone 375.20 
ho; Montreal OC 8: sas Track 5 aaa Re | Ar (00 AR [Ree 265 ODay |e aG 7.7280 | 399.53 
HEE a el ee eee ie ea ed 418.28 
RESET i ir ee gd De eh ee eee on ee 
Track / Truck via Sydney} | 858,60 358.607 [938.92 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS February 7, 2005 


SELECTED REFERENCE PRICE (1) PRICE] SOYBEAN Nea | Gee, MEAT a GLUTEN 
Vancouver February 7,2005__|FOB_ |. 125.00] N/A _| 127.00] 143.50] _—i|_-260.00 | 143.00 | 115.00 | 
BC 4) (7) January 31,2005 | 125.00] N/A _| 127.00] 142.50] | -264.50 | 190.50 | 115.00 | 
Calgary February 7, 2005 |FOB | 104.00] N/A | 108.00] 138.00] | -26250 | 
AB 4) [January 31,2005 | | 104.00 N/A _| 108.00] 140.00] —s{|_ 263.50 | 
Saskatoon February 7,2005__|FOB__—_—|_ 83.00 | 141.00] 93.00 | 130.00] _—|_ 250.50 | N/A __| 

N/A 

N/A 

N/A 
#N/A 
#N/A 


FEED FEATHER 
PEAS MEAL 


GLUTEN 
BEED 


| 875.00 _| 
| 875.00 _| 
145.00] 975.00 | 
155.00{ 975.00 | 
160.00{ N/A | 
170.00|_ N/A _| 

90.00| 970.00_| 

90.00] 970.00_| 


4) [January 31,2005 | | 83.50 | 146.00] 93.00 | 130.00] | 252.00 

Thunder Bay [February 7, 2005 [In-Store | 98.50 |_N/A_| 106.20, 

ON 8) [fanuary 31,2005 | | 100.50] _N/A_| 107.45, 

Lake Ports [February 7.2005 [OnBoard | | | ——_—it 

USA 3) [ranuary 31,2005 [Vessel | |_| __ 

Bay Ports February 7, 2005 [In-Store | 134.00 | 205.00 | 138.00 

ON January 31,2005 | | 135.00 205.00 | 140.00_ 

Chatham February 7.2005 [track | [| —+| 

ON antag 91200825] Sea aeven [Eare |ies [ee sa 

Toronts February 7,2005_ [WA |__|] __ 

ON 5) ammary 31,2005: s| a2 eames |S wt foe | es rast 

Baniton February 7,2005_ [WA |__|] amd 

ON nian 31,9008 ot] aaa Oe. eee] eae 
ia 
ao 


425.00 
425.00 


114.00 
114.00 


265.00 
265.00 


Eastern ebniaty’, 200550 |FOB Smey en e226 |imoss 5 [ve 
ON Hanary 9152005 00 (ie weet ue | | ee 1106.50) 
London ied ee ee ee ae ee 
ON EL a ee Ee ee ae ee eee 
Bou Colo jean euniani? 200508 |FOB emetee are | es] eet: |) Fe ee 51.50 
ON Lo SE eS ee an ee Be eee ee 
Cardinal SER ee SE BP a ES ae ee ee ee 
ON CRS | be ae ee a ee ee 
Montreal February 7,2005 | | 133.00] 150.00] 142.00] 125.50] | 252.40 | 178.88 | 67.67 
5) [January 31,2005 | | 135.00] 150.00] 145.50 | 125.00 | FOB | 256.39 
Trois-Riviéres [February 7, 2005__|In-Store_| 135.90] | 139.40 [129.13 
january 31,2005 | 130.007 144.90 129.42 [| 
St. Jean QC (2) [February 72005 [FOB | 143.02 | 122.44] 143.27 [ 115.22 | 
St. Hyacinthe QC [January 31,2005 [| [145.57 124.48] 146.10] 115.75 || 248.62 
Quebec February 7, 2005 |In-Store__| 131.63 | | 155.42 | 117.75| | 243.65 
QC January 31, 2005 | | 133.00 | | 161.26 | 118.88] | 249.76 
c= ea 
| FOB | 
fay 
es, 
i a 
aed 


114.00 
114.00 
114.00 
114.00 
114.00 
114.00 
114.00 
114.00 


ee S| 
| oeitee ee | 
Rare 
ee | 425.00 
425.00 
425.00 
425.00 
425.00 


0.00| 850.00 425.00 
183.79 66.67 0.00} 850.00 425.00 


on 
—s 
fo) 
Oo 


is oy oe 
eee 
ae os! 
a Bete | 
a ae Bi 425.00 
zee 
it Ae Ss 
Eee) 
ar al 
eee 


270.00 
270.00 


—i— _—i— 
O;oO O}oO 
|S 
oo} (2) 
lan} [o) 


47.57 


201.1 
201.1 


2 
2 
| N/A 
Pa om | N/A _| 161. 2 
Truro February 7,2005_ [Track [156.86] | 161.49 | 163.83 | 286.63 
NS january 31,2005 |  157.53[ | 161.49 | 163.90 | 289.48 
324.25 


an 


N/A : 

N/A 

Truro February 7, 2005 |Water__— [| N/A [N/A [N/A [N/A | 

NS January 31,2005 |& Truck | N/A [| N/A [N/A | N/A_| 

Halifax February 7, 2005 [In-Store |_ N/A | N/A | N/A_[ 159.00 | | 1,100.00 | 
NS 6) [January 31,2005 | | XNA TNA [N/A T 159.00 | | 1,100.00] N/A 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CANS1.2498, closing date February 4, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


24.2 
325.60 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_(2) Canadian Corn #3 or #2_(3) US Corn _(4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal (7) Fraser Valley (8) Wheat & Barley (Basis - Cash Price WCE) (9) Oats 3CW 


PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES February 7, 2005 


From: Thunder Bay(WCE) (2) [In-Store 
ee (CECT) es) eR eARE per meena Peay ea Oat aa 2h | 161.75 ese 70 00 aan ey ASO (REE TSS. 250 
(Leth TRIG) arene Barley amie |e 108.0000] 12007 omen 113000 fone at27.00.. 9 
To: _Bayport,ON (1) _ [In-store 
Fee Uae eae | DEER De eh as aT | ER Oat Mia es] NIA | Wi NAL Pe NUAS 2a NAST | 
LSS EE Se SR] NR ree | WLR ar ie Mme | 77 105 90 Tae [PSO SO Reet MMI TAD GO Bisa] ue 154,90" | 
In-store 
co ES Pee ea eis | Ni gee IE let Ree Oatiee tient RONAN SENAY [ONIN = Sole NAG | 
Baines SS Le ee ee ed 
Truck via Halifax 
SA ae nee ae | ae ag ee ARN al MN WA |e PNA: [a NA [Oe INIA | 
Me ee ed i ee ed ee 
Truck via Halifax 
Es aaa |e ADA ae Eaten ican oe WADE Wet NAD. oa lee SaNDe Baas DRO NAST | 
ot) SOY een aie | alia ub mbeinS |Aieihes Daley sate @ |e 1620080] W166, 00a | RIB COOMBE KG aetsi.007__ | 
| Halifax,NS_(1)_|In-store 
LSE SS eee alarm live g i> Een |r oh e¥ Oaths) a |Po NAGE SRL NIA Ces [ame NIA See [oo eaINIA SE. | 
eek eee hd Barley bo 148,30' Ss [oe 152.90 Ss | SEI 0 SN G7 COR | 
| __Stephenville, NL =| Track / Truck via Sydne 
Pa ee Ce a 7 a 
Se SS ph oe |e ward | ewe 1 Darley tow [NAS | NA eo NARS] RNA oS | 
=e Melfort Sie aan bet | Pee ea talp at YWhenteoboe [ae NAw as [505 NARS [Soe RNASE | ORRNIA Sia | 
Us ok a 

| Les NORE RET Track N/A 

[AA Bayon ON Sin iietee | MAREE IE arNye eer Sty | SP Wheatie ao [eae N/m Bc |e RNAS os |e Sa NAL ame N/A 
| TS eS | eee SRN. 11] eR Cat Lyd | Nic NIGER GNA Cae" | NAS ee) ARE | 
5 ie ES eee Track 
Ls SAR Montreal OC ie aes ms | MA cnn ee) ALM hoat seria vw N/AaS a [Sols NIASoe. [casa NAc iam laa SNIAMRIE 
| epee Se ei RA Aap A ae Sesh BREORIN Fok PSL NIAL Sn). SNA DOs (Ce ie NACA Gee INIA OS 
ee ee 
|. Se MonctoniNG wicealoihs | hnees Rana eal Mees Wheatee den eA me o[scbaa NIAlo|oaneNiAto® Bly DamNIAwS I 
ES EE Pap BN BRS Oke) Sa Oat ae ae 2-0. NIA foal NA Soe SNA geal ee ENA 
Ss EMD |Trace ss an eee MA | A Barley awe NAL [ROSE NVA Sam hk RRNA ag a NA 
PE Trtinos NS Cae ean | SYS Sea aay ea geo Wheat bee ms | NAN) [a NIA SEAM, DN lee a 
2 SN Pe 8. toa Ee See Oates) ala NIA Bs fc oe ANA [eae NIA se 
Se a iifrack Minick via Sydne 
= Stephenvile), NI Suet aka | ate Sen inet Ri ere NPIS Widaly ates |e NIA sol WA cael | BONA Be Ne 
| a A ie eka arhat ae een Cate: te 4/1. [cs ANA eel NASM ee EN 
[SSS Sa a CP) Sealey P|! NAS TRNAS a SONAL Nae 
Ra ee OES See ee ee A PN Ee hoes Ee PSG a eee 
i SN BEG te es 5 ee Ee. ee | 
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Stephenville, NL Track / Truck via Sydne 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Track ee ae 286.47 294.18 394.88 
: 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchang 
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Saudi Arabia is the world’s largest importer of feed barley and during crop year 2003-04 it imported 560 thousand 
tonnes or about 90 million dollars worth of feed barley from Canada. However, for 2004-05, Canada is not expected to 
export any barley to Saudi Arabia due to stronger returns in the Canadian domestic barley market than in the overseas 
export market. Exports of pulse and special crops have become relatively more important in 2004-05. This situation is 
expected to persist during 2005-06 as well. This issue of the Bi-weekly Bulletin examines the situation and outlook for 
Canadian exports of agricultural commodities to Saudi Arabia. 


Saudi Arabia holds the world’s largest 
reserves of crude oil and it has one of 
the world’s largest reserves of natural 
gas. Since the 1970s, the Saudi 
Arabian government has used oil 
revenues to finance the development 
of its agricultural capacity, albeit at an 
extremely high cost due to the limited 
amount of land suitable for agricultural 
production. To increase its agricultural 
capacity, about 16,200 square 
kilometers of land has been placed 
under irrigation. Although less than 
2% of Saudi Arabia’s land mass is 
arable, Saudi Arabia has been able to 
maintain a reasonable level of self- 
sufficiency for commodities such as 
wheat and sorghum. 


In addition to frequent sand and dust 
storms, the country faces problems of 
desertification, depletion of its 
underground water resources, and 
coastal pollution from oil spills. The 
development of extensive seawater 
desalination facilities has been 
necessary to compensate for the lack 
of perennial rivers or permanent 
bodies of fresh water. 


Economy 

Saudi Arabia has an oil-based 
economy with strong government 
controls over major economic 
activities. The petroleum sector 
accounts for about 75% of budget 
revenues, 45% of Gross Domestic 
Product, and 90% of export earnings. 
Since 1999, the Saudi Arabian 
government has been privatizing its 
electricity and communications 


facilities, and encouraging private 
sector growth to lessen the country’s 
dependence on oil revenues and to 
increase employment opportunities for 
its burgeoning population. Economic 
reforms are however tempered by 
deep-rooted political and social 
conservatism. 


Size and Structure of the 
Agricultural Market 

The total value of the agricultural 
sector is estimated at about US$28 
billion (bln). The sector provides 
employment for about 5.5% of the 
labor force. The business structure of 
farming operations in Saudi Arabia 
ranges from huge farming operations 
such as National Agricultural 
Development Company with 42,000 
hectares, to smaller operations 
between 50 to 500 hectares. The 
major players are joint-stock 
agricultural development companies 
but there are also some large privately 
owned farms. A joint-stock company 
is owned by five or more individuals or 
entities, and the shareholders are 
liable only to the extent of the value of 
their holdings. 


Agricultural Trade 

Saudi Arabia is a net importer of 
grains, most of which is feed barley for 
its burgeoning livestock sector. The 
EU supplies about one-third of the 
grains imported by Saudi Arabia, or 
about half of its barley requirements. 
Imports of Saudi Arabian grains from 
the U.S. and Canada are 10% and 4%, 
respectively. 


Most grains enter Saudi Arabia duty 
free, except for pulses and sorghum 
which are subject to a 5% tariff. 
Wheat importers require an import 
license from the Grain Silos and Flour 
Mills Organization, which is 
responsible for the Saudi Arabian 
government's grain policy. 


Trade with Canada 

Saudi Arabia is an important market 
for Canadian agricultural commodities. 
During the past decade, Canada’s 
agricultural exports to Saudi Arabia 
have averaged Cdn$76.6 million (min) 
per year. In return, Canada has 
imported about Cdn$1.7 mln worth of 
agricultural commodities from Saudi 
Arabia, consisting primarily of the 
following: fruit and nuts; preparations 
of grains and pasta; and beverages 
and vinegar. 


In terms of volume, feed barley is by 
far the most important Canadian 
export to Saudi Arabia, averaging 0.3 
Mt annually during the past decade. 
However, those exports have 
fluctuated considerably during this 
period, ranging from nil during the two 
years of drought in Canada, to a 
record 1.1 Mt in 1996-97 when 
Canada produced a record 15.6 Mt of 
barley. 


Exports of pulse and special crops to 
Saudi Arabia have increased 
significantly during the past decade, 
averaging 7,081.2 tonnes (t) during 
this period, and peaking at 10,520 tin 
2003-04. 


Canada 


In addition to direct exports, Canadian 
pulse and special crops are also 
transhipped to Saudi Arabia through 
neighbouring countries. 


Domestic Price Supports 
Self-sufficiency in agricultural 
production has been a goal of the 
Saudi Arabian government since the 
1970s, and this has been achieved to 
some extent by heavily subsidizing 
wheat and barley production. As a 
result of the subsidies, wheat and 
barley production increased 
dramatically during the 1980s and 
1990s to the point that Saudi Arabia 
became a net wheat exporter. 


Self-sufficiency in agricultural 
production comes with a price for 
Saudi Arabia. Concerns about the 
depletion of limited water reserves 
prompted the government to begin a 
series of price support reductions in 
the early 1980’s, particularly for wheat. 
The subsidy provided to wheat 
producers has been reduced from a 
high of US$933.33 per metric tonne 
(/Mt) in 1981, to US$266.67/Mt in 
2004. 


As well, since 1993, the Saudi Arabian 
government has imposed quotas on 
wheat production and has targeted 
production to meet domestic 
consumption, which averages 2.0 Mt 
annually. The Saudi Arabian 
government also issued a decree in 
September 2003 that effectively 
eliminated the local barley production 
subsidy. At this point, price supports 
are now limited to wheat. 


Trade Agreements 

Saudi Arabia is a member of the Gulf 
Co-operation Council (GCC), along 
with Kuwait, Qatar, Bahrain, the United 
Arab Emirates, and Oman. Members 
of the GCC enjoy special trade and 
investment privileges, including the 
benefits of a customs union. Under 
this 2003 agreement, the six member 
countries charge a 5% duty on most 
foodstuffs imported from non-GCC 
suppliers. The exceptions are staple 
foods such as rice, fresh meat, and 
feed grains, which are exempt from 
duties. 


Saudi Arabia is also a member of the 
Arab League (AL), which agreed in 


principle to the elimination of most 
agricultural tariffs by the year 2007. 
Currently it is not clear how much 
progress there has been to eliminate 
tariffs between member countries. 


In any case, the current GCC and AL 
agreements are not expected to have 
much of an effect on the grain imports 
by Saudi Arabia simply because 
member countries do not produce 
sufficient amounts of grain for export. 


Other Trade Considerations 

In August 2000, the Saudi Arabian 
Commerce Minister issued a directive 
on the import of genetically modified 
(GM) foodstuffs, effective February 1, 
2001. The directive instructed Saudi 
Arabian merchants and importers to 
label their products in a way that they 
could certify them as being free of GM 
ingredients. Some exporters of 
foodstuffs to Saudi Arabia expressed 
concern that they have not been 
provided sufficient details with respect 
to the labeling requirements under the 
directive. In response, the Saudi 
Arabian government recently provided 
the Canadian government with a copy 
of their royal decree for GM labelling. 
In addition, the Saudi Arabian 
government hosted in February 2005 a 
biotech workshop to discuss 
mandatory GM labelling with Canada, 
U.S., the EU and other interested 
nations. 


Saudi Arabia is engaged in an ongoing 
effort to join the World Trade 
Organization (WTO). Joining the WTO 
would increase access to world 
markets for Saudi Arabian oil and its 
petrochemical exports. In turn, 


members of the WTO would enjoy 
increased access to this important 
market. Saudi Arabia is seeking to join 
the WTO as a developing country, but 
only for the agricultural sector, which 
generally provides a grace period of 5 
to ten years to adapt trading practices 
to the new trade regime by reducing 
tariffs and domestic support. 


Water Consumption 

The Saudi Arabian government 
recognizes the importance of 
conserving its limited water resources. 
To that end, the government has 
introduced several measures aimed at 
cutting down household water 
consumption by up to 50%. The 
measures include providing 
conservation kits for households and 
reviewing price tariffs on water 
supplies, which are either pumped 
from deep underground reservoirs or 
processed at costly desalination 
plants. Under current tariffs, water is 
pumped into homes at the cost of 
about one riyal (US$0.27) per 10 cubic 
meters, and the average monthly 
water bill for most households is less 
than 5 riyals. At these prices, there is 
little incentive for most households to 
cut down water use. 


Household water consumption, 
compared to water used to irrigate 
farmland, is a relatively small 
component of total water use in Saudi 
Arabia. Water for irrigating farmland is 
drawn almost exclusively from 
underground reserves, and the farms 
consume about 20 billion cubic meters, 
or 90%, of the country’s annual water 
supply. With the wasteful practice of 
growing crops in this manner coming 
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under fire, the Saudi Arabian 
government and the World Bank are 
preparing a national water plan to be 
completed within a year or two. The 
agriculture ministry is also studying 
water use on farms as a means of 
cutting down on excessive water 
consumption. 


SITUATION 2004-05 


Saudi Arabia is the largest market in 
the Middle East, importing over US$5 
billion of food and beverages annually 
and offering suppliers of bulk 
commodities, and food processing and 
packaging equipment some excellent 
business opportunities. Saudi Arabia 
has long relied on imports of food 
products largely because irrigated 
lands near oases are virtually the only 
areas Suitable for crop cultivation. 


Despite the climatic disadvantages, 
the agricultural crop sector of Saudi 
Arabia has experienced steady growth 
since the 1970s, with much of the 
growth attributed to higher yields as 
Saudi Arabian farmers embraced new 
technologies and employed new and 
better inputs to production. In recent 
years, wheat for production has been 
on the decline, but production of other 
crops and livestock continues to 
flourish. Food processing, although 
still at a relatively modest level, is in an 
expansionary phase and is expected 
to increase significantly to meet 
growing demand for Western style 
food products. 


Wheat 

Saudi Arabia imported a record 1.3 Mt 
of wheat in 1979 but, since then, has 
systematically decreased its reliance 
on imported wheat by developing 
highly subsidized domestic supplies. 
In 1992, Saudi Arabia produced a 
record 4.1 Mt of wheat. 


For 2004-05, wheat production is 
estimated at 1.6 Mt, down from 2.0 Mt 
in 2003-04. The decrease is due 
largely to lower domestic price 
supports for wheat as Saudi Arabia 
struggles to reduce its consumption of 
limited water supplies. As a result of 
lower domestic production and slightly 
higher consumption, imports are 
estimated at 0.4 Mt, which is the 
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* consists of dry peas, chickpeas, dry beans, lentils, fababeans, sunflower seed, and 


mustard seed 


highest level since 1982 when 0.7 Mt 
of wheat were imported. 


The last significant wheat exports from 
Canada to Saudi Arabia were in 1982- 
83, when 26,250 tonnes were shipped. 
The previous export was in 1974-75, 
with 0.29 Mt shipped. 


Barley 

Barley production in Saudi Arabia has 
steadily decreased since peaking at 
2.0 Mt in 1994-95 and is expected to 
be nil for 2004-05. It is the single 
largest barley importing country in the 
world. The 10-year average is 5.5 Mt 
and in 1986-87 it imported a record 9.0 
Mt of barley. 


For 2004-05, barley imports are 
forecast to decrease to 6.5 Mt from 5.7 
Mt in 2003-04. The demand for feed 
barley fluctuates from year-to-year, 
depending on pasture conditions. The 
majority of the barley is fed to camels 
and secondarily to sheep and goats. 


In recent years, Russia and the 
Ukraine have been the major 
suppliers. Australia is also a major 
player since it has a competitive 
advantage in this market due to low 
freight costs. The EU continues to be a 
major player in this market but its 
market share has been decreasing 
over time. 


Canadian exports of feed barley to 
Saudi Arabia trended upwards during 
the 1990s, peaking in 1996-97, but 
have since decreased due largely to 
limited supplies of feed barley 
available for export. Canada’s 


livestock sector continues to provide 
higher returns to barley producers than 
the export market. 


Livestock 

Total livestock numbers in Saudi 
Arabia have decreased about 10% in 
the past five years due largely to a 
decrease in the number of sheep, 
which account for over 70% of the total 
Saudi Arabian livestock figure. For 
calendar year 2004, there were about 
7.0 million (min) sheep in Saudi 
Arabia, and 5.8 mln sheep are 
expected to be slaughtered. Of the 2.2 
min goats in Saudi Arabia, about 1.6 
min were expected to be slaughtered. 
Cattle are a relatively small component 
of the Saudi Arabian livestock sector, 
with only 115 thousand animals 
slaughtered annually. 


Barley Supply and Disposition 
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Pulse and Special Crops 

Canadian exports of pulse and special 
crops, although relatively small, 
trended upward for several years 
during the late 1990’s peaking at about 
11 thousand tonnes in 2003-04. 


Exports of Canadian pulse and special 
crops, in general, decreased in 2002- 
03 due to drought conditions in 
western Canada that affected 
exportable supplies. 


For 2004-05, Canadian exports of 
pulse and special crops are forecast 
as follows: lentils, 5,000t; dry peas, 
5,000t. Smaller volumes of chickpeas, 
fababeans, mustard seed and canary 
seed are expected to be exported to 
Saudi Arabia. Total exports of pulse 
and special crops are forecast to 
increase to about 12,000t mostly due 
to higher exports of lentils. 


OUTLOOK 2005-06 


Saudi Arabia’s economic and political 
prospects are closely tied to the price 
of crude oil and the threat of terrorism. 
Those factors are expected to play an 
important role for Saudi Arabia. As 
well, the problems of increasing public 
debt and unemployment are expected 
to contribute to the country’s social 
unrest. The end result is that Saudi 
Arabia’s imports of agricultural and 
agri-food products will be affected to 
some extent, but there is still a need to 


feed a growing population, whether 
that be with commodities produced 

domestically or those imported from 
countries with exportable surpluses. 


More than half of the population of 
Saudi Arabia is under the age of 20, 
and the country’s population is 
increasing at an annual rate of 3.5%. 
The robust population growth, coupled 
with insufficient arable land and limited 
water supplies, means that Saudi 
Arabia is dependent on imports of food 
and drink, particularly fresh and 
processed food products. This 
demand for higher value food products 
has given impetus to the speedy 
development of the Saudi Arabian food 
processing capacity in order to meet 
increasing consumer needs. 


Wheat 

For 2005-06, wheat production in 
Saudi Arabia is forecast at 1.6 Mt, 
unchanged from 2004-05. Imports are 
forecast at 0.7 Mt, and consumption is 
expected to increase slightly to 2.2 Mt. 
Ending stocks for 2005-06 are forecast 
at 1.2 Mt, up slightly from 2004-05 and 
more in line with the 10-year average. 


Barley 

For 2005-06, barley production in 
Saudi Arabia is forecast to remain nil 
and imports are expected to decline 
slightly, to 0.6 Mt, due to a larger than 
normal carry-in from 2004-05. Ending 
stocks are forecast at 2.3 Mt, down 
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from 2.6 Mt in 2004-05, but 
significantly higher than the 10-year 
average of 1.9 Mt. Imports from 
Canada are expected to be minimal 
due to the strong domestic market for 
feed barley in Canada. 
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For 2005-06, Canadian exports to 
Saudi Arabia are expected to increase 


slightly for lentils and dry peas. 
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number of animals slaughtered for 
calendar year 2005 is forecast at 7.6 
min head, unchanged from 2004. 
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While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to gratefully acknowledge input from the following: 
Canadian Wheat Board, International Markets Development (AAFC), Markets and Industry Services Branch (AAFC), International Trade Policy Directorate 


B. CASH PRICES AND REPLACEMENT VALUES March 7, 2005 
PRAIRIE GRAINS 


This week Last week Month ago Year ago 
Selected Points Price Basis 7-Mar-05 21-Feb-05 7-Feb-05 8-Mar-04 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 

Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS February 21, 2005 
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ON Cierhis Ee OPE Pd Ee ee a ee ee ee eee ee ee eee eee 
Chatham (ruts ee JAN em rd ed De a a es es ee ee ee ee eee i 
ON ewe ec eh = eg BR a aa a ee ee | ee ed ee eer ee ee oe ee 
Toronto Petaraeys 215 2005am| NIA ie eee] Se | es | | | S FOB es | ee | [212.00] We NAy 9] 420.00 |-425.00 | 114.00) | > es 15 265,001| 4300.00 
ON G5) | eeboeey 1452005005 | seems UR |] ee es [ee a | 203,67 | NIA 420,00'|1425:00%] 114.00] Bee |) 265.005] 8300,008s 
Hamilton une Ne a ee ee ee a eee ee eee ee ee eee 
ON Babess | SS aa a a Ee ee ee Eee ee ee ee ee Sie 
Eastern Pe Ue eh ed ee a ee ae eee ee ee a Ee ee eee eee ee ee 
ON SC eI |) en es a a) a a ee a) ee ee ee ee ee ee 
London [Gai Ane Ree oe El ee Pe aa a ae eee eee eee ee ER eee eee) 
ON Beni ir | ee ee Se ae ae ae ae ee eee ee ae ee ee eee ee 


Port Colborne [February 21,2005 [FOB | | 
ON Rebiivaty 14) 2005 [ees | | 


eee | Sees | eed] ee [eevee |n57.008| 1 tame a] om S184 0051 -444.00. | aaa | eee 
Psa een 
Cardinal February 21,2005 [FOB |__| |_| __ 
Mee lente | weer | 
"725.00 | 


cea 
Fs a ee Ee ee Ee ee ee ae 


ON February 14,2005 [| Ee Be ae eee Be ee ee ee) 
Montreal February 21,2005 | | 132.00 | 150.00 | 143.00 | 125.00 | 268.30 | 200.10 | 59.33 | 200.00] 850.00 | 397.00| 425.00 | 114.00 | | 270.00 | _ 290.00 __ 
QC 5) |February 14,2005 | | 134.00] 150.00] 144.00 | 125.00 | FOB | 258.63 | 185.50 _| 63.33 | 200.00] 850.00 | 397.00] 425.00 | 114.00 | | 270.00 |__ 290.00 _| 
Trois-Riviéres [February 21, 2005 [In-Store___ [132.60] |. 137.00 | 127.95 | 

February 14,2005 [| | 132.60] | 142.00 | 128.04 | 


Stn Hyaclmtne OCaml nermiaryal 452005 m | memetemmenen |3145.00.)6118.60:11143.25:)8114.75:) oe |2251:57 5/3 oe |) ee ieee | | ee | ee eee 
Quebec DSR Ze TOE Rd EE el Ee ed Be ee ee ee a ee eee ee 
QC [Ala eS RT a Pe 0 EP ES ee ee ee ee Ee 
Truro Bebriary. 21,2005 | Track We |159:50'| es |1162.34 | 165:22:|8 We] 201.05 s)e 213.67) |e 267.50) ss] 505.00 [a | 200.005 | 
NS February 14,2005 | | 158.56] | 161.49 | 164.20] FOB | 288.88 _| 20110 | 1256.55] | 505.00 | 290.00 _ | 
Truro PE cs RUD Ng Td TT TT | el ed Ee ee ee 
NS CE] ES Ed Ee Bs Ee a a a Ee ee ee ee eee 
Halifax iecbriniy 21 20058 In-Store Haves | NEN/AGS | N/A DIESNIA Sy 18160:40: | 113.2800 see] 297.50: | 8/11, 100.00] ANAS (| SE | ee 
NS Doni A nn Ne PO A eee eee ee ee 


US$1.00=CAN$1.2299, closing date February 18, 2005 


oO};O 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.gc.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_ (2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal 


B. CASH PRICES AND REPLACEMENT VALUES February 21, 2005 


PRAIRIE GRAINS 
This week Last week Month ago Year ago 
From: Thunder Bay(WCE) (2) 
(CBOT) [SSS Sl oe ed a ees 
(Lethbricige) >| Sai seagate a nie | We aie Bearley retram | anen 1000) | ee 108/00: eye gia 12,00, Si} 5.126.000 
To: Bayport, ON (1) 
[Cake Se Se ane ey [EMBO atin aie |e me NYA Sey | Reem N/A | cases Aree eter NIA Ae | 
a) sa a ee a ee ee 
Montreal, QC__(1 
oer Se aee ee, ERO Oat eal gs NAN tl eIN Aes ete SINAN wae SONIA 29 | 
 Siteaet a eeecaaat eae ames | MUP UB aniay ge |e 141 18 | ETA St a lee 144 37 eee 58-31 
Moncton, NB 
eee ineNN SW R e [TPS Se Cate Sei fine NIA eG NIA | NIA 7 NA Se 
Sa a) a Es a a a Sd 
Truro, NS 
ee a aa eral WomTa Cal) ae et NA ma) See NA RE] CNIS TRNAS 
Sopa eee seg er ert Darley 2 © | 163.0052 #| Pt 162.00 een men OO COMM |(Ommane 100000 | 
Halifax, NS 1 
ae a aaa ee el ee ee ee 
Sane eed A ed ee ee EE a ea ee ee 
Stephenville, NL 
DECI SIA REF | CPM Oat tee Sale TANIA ae) Pee NAPS ope aN Aa | aS NA ea] 
it el ae a cel) eS Barley cs at |iae — N/A Sei] URNA Ge] RUE NAME eRe NIA Meee | 
Melfort, SK | Pa ees ey 4 | aS Wheat st 5°" Ee NIAC ets] Sane NIA tet | eee NIA tie ae | ee UNA 2 
ean TA NE PANG AL | eRe lat aa We | NVA | RRNA | RIE NU AN ENN | 
Bayport, ON ae a a a ee ee ee eee 
RES: Ria ye id ee Oat me ss |S N/A aie] er NVA Ieee Ne | ee NA | 
Montreal, QC Seamer ans Rt} Fe Wheat Sr anil N/A’ 2" | habe N/A nN A ecm RNA eae | 
Era a a se ed Bs ee 
Moncton, NB Rd a ee ae 
PP ees Yoon 2S es See | Be Oat ae |e 'sy = NIA ew | NA | ans Ne NA | 
Truro, NS PENS es Se EER | Gs hid at te ty | Se NIAU he N/A ib N/A | AA 
Bole eee | Le De oe ed ee Ge i Ce 
Stephenville, NL ee SS Sh ae Wheat it 20) BANAT: GLI NIARe Sa] Sin eo NIA eee | NA ee a 
ee 6 ee PN Oat «ey | ei NIA | GAS | an NA | 
Cea ae a et =) ee ee ee ee Ee ee 
Pe ed Le te en Meee lie a 
ae 2 Se a | 
Selected Points | ricoamis | weak Last week Year ago 
Corn a ye | eee ee 1 27-Feb-05.| 6 7-Feb-05 24-Jan-05 23-Feb-04 
From: US Lake Port OnBoard Vessel’ “ss sik |e 5. 06 84 Fae 06 64 ei eee O45 | eee cae 
To: 7 Montreal, QC 17s (1) "in-store Sine ie AEN es See es [195.887 |) 115 Ge ae 327 | 
From: Chicago (IL Trak S95 Pees | Ses AIT. 20s | 101220 | 00.04 nee | ae OS min 
To:___ Montreal, QC ACK: Bis 295 5s S| Se et A006 5 [T130.06 ee 27-00 Rea OO | 
=rom: Chatham, ON Track 6 oe ee ee 0574 | 105.74 ee | Cap 0071s ae | 
To:___ Montreal, QC Le ed De eee a Ln en re ed ud 
Soymeal 48% Protein S#iN[{ 5. "Tj Sh<,) wok <a ctecue, oTN e  R S| 
=rom: Hamilton, ON pe ORME ea ea CT eee wl 
Fo:_ Montreal, QC Lee a ee ee Ee ed 
Moncton, NB Lit nn Me em NEE e i ee ee 
Truro, NS Trackin s+ Sys) [pana emits) 97509,07 ma 601300 97ers SRN 20/6 mamey mee 42 150m 
Stephenville, NL Track/TruckviaSydney [| CS 858.60 | ~—85BGO =| ~S38.32,—Ss«d|sSC Ci CS 
. Prices include ONE month of storage and interest charges n/a = not available 


. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


ource: Market Analysis Division, Agriculture and Agri-Food Canada 
ontact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


ootnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Rivieres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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(with an overview of Canadian spice crops production) 
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Canada accounts for about 85% of world production and about 90% of world exports of canary seed. The value 
of Canadian canary seed exports averaged about $100 million during the past five years. For 2005-2006, 
Canadian canary seed production is forecast to decrease, but supply is expected to be similar to 2004-2005. 
Therefore, the average price is forecast to be the same as in 2004-2005. In the longer term, Canario, which was 
developed in Canada, offers opportunities for food and industrial uses, and is expected to result in increased 
demand. This issue of the Bi-weekly Bulletin examines the situation and outlook for canary seed. It also 
includes an overview of Canadian spice crops production. 


WORLD 


Production and Trade 

During the past 10 years, world canary 
seed production ranged from a low of 
149,000 tonnes (t) in 2001-2002 to a 
high of 347,000 t in 1996-1997. 
Annual production was variable, but 
the variability was mainly in Canada. 


Most of the world’s canary seed 
production is exported. Canary seed 
exports have been relatively stable 
during the past ten years, averaging 
about 210,000 t per year. Although 
normally there is little substitution of 
other birdseed for canary seed, 
substitution occurs in years when the 
canary seed price is high compared to 
alternatives, such as millet. The 
substitution occurs mainly in wild bird 
seed mixtures. In 2003, the latest year 
for which statistics are available, world 
exports were 204,000 t and imports 
221,000 t. However, about 10% of the 
exports were re-exported to third 
countries. Canada dominates world 
exports, accounting for about 90% of 
the exports in 2003, if re-exports are 
excluded. Argentina and Hungary are 
the only other significant exporters of 
canary seed, excluding re-exporters 
such as the United States (US), 
Belgium and Netherlands. Imports are 
much more widely distributed than 
exports, with the top five importing 
countries (Mexico, Brazil, Belgium, US 
and Spain) accounting for about 65% 
of imports. 


CANADA 


Production 

Canary seed is a cool season crop 
which prefers long warm days and cool 
nights. It is well suited to the 
Canadian prairies and matures in 
approximately 100 days. Canary seed 
is shallow rooted and is more sensitive 
to heat and less drought tolerant and 
salt tolerant than wheat. It does best 
on heavy clay or clay loam, moisture 
retentive soils. Canary seed should be 
planted as early in May as possible. 
Late seeding can lead to delayed 
maturation of the straw during harvest. 


Harvested Area (000 ha) 
Average Yields (t/ha) 


Canada* 

Hungary 

Argentina 

Australia 

Uruguay 

Mexico, Turkey, Spain 
Total Production 
Carry-in Stocks (e) 
Total Supply (e) 
Total Use (e) 
Carry-out Stocks (e) 
Stocks-to-use ratio (%) 16 


2002- 
2003 2004 


261 290 
0.81 0.91 


Canary seed is shatter resistant, which 
allows it to be straight combined. If the 
crop is swathed, it should not be cut 
until it has reached full maturity and 
should be combined soon after 
swathing. Caution should be taken to 
keep dehulling to a minimum, since 
dehulled seed is classified as dockage 
and must be cleaned out. Canary 
seed with the hull intact is shiny and 
golden yellow. Dehulled canary seed 
is dark brown in colour. Canary seed 
can be stored for long periods of time 
without losing quality, provided it is put 
into storage in good condition. 
Canadian canary seed is normally 


2003- 2004- 


2005f 


226 
10 
18 


Source: FAO, except *Statistics Canada - March 2005 
f: AAFC forecast, March 2005 
e: AAFC estimate, March 2005 


Canada 


harvested in September and early 
October. 


Canadian canary seed production 
during the past ten years has been 
variable, ranging from 114,000 t in 
2001-2002 to 300,000 t in 2004-2005. 
Canada’s share of world production 
increased during this period as 
production in Argentina and Hungary 
decreased. On average, 
Saskatchewan accounted for 90% of 
Canadian production, with the 
remainder produced in Manitoba and 
Alberta. 


Canario 

Canario is a glabrous or hairless type 
of canary seed developed in Canada, 
with first commercial production 
starting in 1997. Canary seed has tiny 
hairs at the base of the seed that 
break off and cause severe itching to 


producers, processors, and packagers. 


Canario eliminates that problem. 


2001- 
Aug - July crop year 2002 


Seeded Area (000 ha) 170 
Harvested Area (000 ha) 163 
Yield (t/ha) 0.70 


Carry-in stocks 70 
Production 114 
Total Supply 


Exports 


Europe 49 

Central America 35 

South America 29 

United States 15 

Middle East & Africa 3 

Asia & Oceania eS) 
Total Exports 134 
Total Domestic Use pee) 
Total Use 


Carry-out Stocks 
Stocks-to-use ratio (%) 19 


Seeded Area (000 ac) 420 
Yield (lbs/ac) 624 
Average producer price 

$/t 660 
$/Ib 0.30 


Source: Statistics Canada and AAFC 


stocks high resulting i low residual. 


2002- 


2003 2004 2005f 2006f 
287 251 356 249 
227 243 318 242 

0.78 0.93 0.94 0.95 


176 226 300 230 


709 620 880 
692 830 842 848 


575 345 
0.26 0.156 


f: Agriculture and Agri-Food Canada forecast, March 2005 
Note*: Domestic use is calculated residually. For 2003-04, based on export and carry-out 
stocks data, it appears that Statistics Canada's production estimate may be low or carry-out 


Canario also helps the industry 
through reduced shipping costs due to 
12% greater seed packing per 
container and the elimination of the 
oiling and polishing steps in 
processing. 


The Canadian Special Crops 
Association (CSCA) has obtained 
registration for the trademark Canario 
in Canada, European Union and 
Mexico. Registration in the US and 
Brazil is pending. Canario varieties 
must be 97% glabrous in order to bear 
the Canario trademark. The Canadian 
Grain Commission (CGC) has 
developed a Canario Seed Analysis 
Certificate to be used for shipments of 
canary seed which meet the Canario 
standard. 


Uses 

Canary seed has only one market at 
the present time, as a major 
component in seed mixtures for pet 


30 20 67 140 


11 37 62 57 


615 


215-245 
0.10-0.11 


215-245 
0.10-0.11 


De 
and wild birds. Typically it is mixed 
with seeds such as millet, sunflower 
seed, safflower seed, niger seed, 
buckwheat, cereal grains, flaxseed, 
and canola. 


Marketing 

All of the canary seed produced in 
Canada is sold on the open market to 
dealers. Canary seed going to 
customers in Canada and the US is 
shipped bulk in trucks or in containers 
which are carried by trucks or trains. 
Canary seed going to northern Europe 
is usually shipped bulk, whereas 
canary seed going to customers in 
southern Europe and other parts of the 
world is usually shipped in containers. 
Some canary seed is grown under 
production contracts, which guarantee 
a price for part of the production, but 
most is sold on the spot market. 


The Canadian Special Crops 
Association (CSCA) 

(www. specialcrops.mb.ca) establishes 
trade rules for domestic trade and 
serves as a forum for exporters, 
dealers and brokers involved in the 
industry of trading Canada’s pulse and 
special crops, including canary seed. 
The website includes a section where 
buyers can submit a request for prices. 


Canary seed does not fall under the 
Canada Grain Act and Regulations. 
Therefore, the CGC 
(www.grainscanada.gc.ca) has not 
established grades for the crop and 
canary seed producers do not qualify 
for compensation should companies 
licensed by the CGC default on their 
payments. 


Export specifications for canary seed 
are usually minimum 99% pure seed, 
with a maximum of 4% dehulled seed. 


Domestic Use 

Canadian domestic use, which 
includes bird seed, seed and dockage, 
has ranged from 20,000 t to 50,000 t 
per year during the past ten years. 
Canary seed is mixed with other seed 
for bird seed by processors located in 
western and central Canada, and sold 
under their own brands or under 
customized store brands. No 
standards exist for mixes or 
packaging. A company in 
Saskatchewan is using organic canary 
seed in organic bird seed mixtures. 


Exports supply is forecast to increase 
Canadian exports of canary seed are marginally to 370,000 t due to higher | 
mainly in the bulk, unprocessed form, carry-in stocks. Exports are forecast | Calendar 
although packaged seed mixtures are to increase slightly because of higher | Year 1999 2000 2001 +2002 2003 
also exported. Exports have been demand and carry-out stocks are 
variable, ranging from 122,000 t to expected to decrease slightly. The Canada* 
170,000 t per year, but with a slight average price is forecast to be the Argentina 
upward trend during the past ten same as in 2004-2005 because of US 
years. The western hemisphere and the relatively stable supply. The Belgium 
Europe are the main destinations for main factor to watch is precipitation Netherlands 
Canadian canary seed, although it is during the growing and harvest H 
exported throughout the world. The periods. a ais 
main importing countries are Mexico, pusiale 
US, Brazil, Venezuela, Colombia, Canada: Longer Term aan g 
Belgium, Italy and Spain. Although The development of Canario offers Total 233 225 
Canada is the dominant exporter, it opportunities for food and industrial Source: FAO, except *Statistics Canada 
has competition from Argentina in uses. Researchers have established March EE 
Brazil and from Hungary in Europe. that Canario groats (dehulled seed) 
have a protein content of about 19%, 
Prices which is significantly higher than for | °°" be ee e008 200 tae 2002 
Canadian prices are determined on an wheat and other cereal grains and is 
export basis because Canada exports close to pulse crops. Canario’s oil Mexico 
about 85% of its canary seed content is about 9%, about four times | Brazil 
production. They are, therefore, highly as high as for wheat. The oil is made | Belgium 
sensitive to the value of the Canadian up of 32% oleic and 54% linoleic fatty | Us 
dollar in foreign markets. Since there acids, a desirable composition for Spain 5 
are no futures markets for canary human consumption. Prolamin and Italy 9 
seed, prices are negotiated between glutelin are the main storage proteins | colombia 7 5 9 
the producer, dealer and customer in canary seed, constituting 78% of Vorenrele 4 6 7 
based on supply and demand factors. total proteins. Canary seed protein is ie m z 4 
The prices negotiated could be for high in cystine, tryptophan and 
immediate or future delivery. The phenylalanine, but low in lysine and Netherlands : : 2 - 
average price has been volatile, threonine. It would be a good Portugal 5 5 5 4 
depending on supply, ranging from supplemental protein source for dairy | Chile 4 4 4 4 
$240 to $660 per tonne (/t) during the proteins, such as casein and whey Germany i 5 3 3 
past ten years. proteins. Its starch content is similar | France 4 5 4 3) g 
to wheat, at about 61%. Canario has | pery 1 1 1 2 3 
OUTLOOK a high lipid content, which could be Algeria 2 2 1 2 2 
valuable by-product. The presence China 4 2 2 1 2 
World: 2005-2006 of antioxidant activity in Canario lipid Giene 3 3 { 1 3 
Production is forecast to decrease by could be a delaying factor in rancidity oe 9 5 D ; > 
20%, from 2004-2005, to 270,000 t, of Canario products during storage. E 
because of lower production in Canario starch comprises small uae aa : : : : : 
Canada. Total supply is forecast to polygonal granules, smaller than Indonesia 1 1 1 2 2 
increase marginally to 410,000 t, due commercially available starches. It Other 22 16 16 22 21 
to sharply higher carry-in stocks. Total was found to form a rigid gel which Total 238 8240 241 219 
use is expected to increase slightly was stable under cooling and Source: FAO - March 2005 
due to higher demand and carry-out freezing conditions. The difference between imports and exports 
stocks are expected to decrease is partly attributed to the timing of delivery. 
slightly. Canario could be roasted and used US: United States 
as a low fat substitute for sesame UK: United Kingdom 
Canada: 2005-2006 seed in bread and snack food. It has 
Area seeded is forecast to decrease the potential for use as a fat substitute The use of Canario for food and 
by 30% from 2004-2005, due to lower because the oil is high in unsaturated industrial products is expected to 
potential returns compared to many fat. Canario’s starch properties could encourage premium pricing for 
alternative crops. However, the make it suitable for use in the Canario compared to traditional canary 
harvested area is expected to cosmetics industry or as an industrial seed. It would also increase demand 
decrease by 24%, assuming a return dusting starch. Canario can be for Canadian canary seed significantly. 
to normal abandonment. The separated into starch, protein, oil and This in turn would result in increased 
abandonment in 2004-2005 was fibre by wet milling. The flour can be economic diversification through the 
higher than normal due to frost used in baking wheat-Canario and replacement of traditional crops and 
damage and a late harvest. Assuming multi-grain bread and cookies. through the development of new 
trend yields, production is forecast to processing opportunities for food and 
decrease by 23% to 230.000 t. Total industrial uses. 


For periodic updates on the situation and outlook for canary seed, visit the Market Analysis 
Division Website for Canada: Pulse and Special Crops Outlook 


SPICE CROPS 


Aug - July crop year 1997-1998 
Seeded Area (000 ha) 5.0 
Harvested Area (000 ha) 4.4 
Yield (t/ha) 0.59 
Production (000 t) 2.6 
Average Price ($/t) 770 
Canadian Exports (000) 1.6 


Aug - July crop year 

Seeded Area (000 ha) 8.8 
Harvested Area (000 ha) 8.5 
Yield (t/ha) 0.62 
Production (000 t) BS 
Average Price ($/t) 790 
Canadian Exports (000t) 3.8 


1997-1998 


askatchewan: Caraway Seed Area, 


1998-1999 
4.8 

3.5 

0.60 

2A 

680 

2.8 


1998-1999 
10.1 

10.1 

0.93 

9.4 

460 

4.2 


1999-2000 
4.0 

4.0 

0.85 

3.4 

730 

3.8 


1999-2000 


8.1 
8.1 
0.88 
Tet 
370 
4.5 


2000-2001 
8.1 

7.3 

0.75 

5.5 

1,030 

2.5 


Seed Area, Pri 
2000-2001 


6.1 
6.1 
0.66 
4.0 
370 
4.8 


2001-2002 


6.1 
6.1 
0.66 
4.0 
550 
3.8 


Source: Statistics Canada, Saskatchewan Agriculture, Food and Rural Revitalization, and AAFC 


2003-2004 
8.1 

6.1 

0.52 

3.2 

880 

2.0 


2002-2003 2003-2004 
8.1 8.1 

7.3 8.1 

0.71 0.59 

Due 4.8 

570 570 

3.1 5.6 


2004-2005f 
4.0 

4.0 

0.63 

2.9 

790 

25 


2004-2005f 
123 

10.1 

0.78 

1) 

440 

4.0 


f: Agriculture and Agri-Food Canada forecast, March 2005 


Canadian spice crops production is 
concentrated in Saskatchewan, with 
smaller volumes produced in 
Manitoba and Alberta. The main 
spice crops produced in Canada are 
caraway seed and coriander seed, 
but a small amounts of fenugreek 
seed and dill seed are also 
produced. 


Seed from spice crops is used to add 
flavour to food. Caraway seed is 
used to flavour such foods as bread, 
cheese and sauerkraut. Coriander 
seed is used to flavour products 
such as curries, gin and prepared 
meats. 


Caraway seed produced in Canada 
is usually from biennial varieties 
which require a second growing 
season to produce seed. Although 
annual varieties are available, they 
are lower yielding and late maturing, 
which increases the risk of frost 
damage. Coriander seed is an 
annual crop. 


World production data for caraway 
seed and coriander seed is not 
available. Caraway seed is 
produced mainly in northern Europe, 
India, US and Canada. Coriander 
seed is produced mainly in countries 
along the Mediterranean and Black 
seas, Argentina, India and Canada. 


Canadian production data for 
caraway seed and coriander seed is 
only available for the main producing 
province, Saskatchewan. Production 
of both crops in Saskatchewan has 
been variable, in line with variable 
seeded area, crop abandonment and 
yields. Spice crops are sometimes 
grown under production contracts. 
Average prices have also varied due 
to production variability in Canada 
and other producing countries and 
lack of world production data. 


Most of Canadian caraway seed and 
coriander seed exports are to the 
US. Other significant destinations 
for caraway seed are Netherlands, 
Belgium and Germany, and for 
coriander seed United Kingdom, 
Trinidad and Tobago, Sri Lanka, 
Mexico, Japan and Brazil. 


For more information please 
contact: 
Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, total Prouuction of grains and oilseeds in Canada is forecast by Agriculture and Agri-Food Canada (AAFC) to 


decline by 4%, to 


March 14, 2005 


1.5 million tonnes (Mt), due to lower yields, but remain above the 10-year average of 59.2 Mt. In western 


Canada, seeded area is enbecied to shift out of winter wheat, barley, canola and summerfallow into spring wheat, durum 


wheat, oats and flaxseed. 


n eastern Canada, a 5% decline in winter wheat area is forecast to be offset by an increase in areas 


of spring wheat and dry beans. In western Canada, production is forecast to decrease to 46.5 Mt from 48.2 Mt in 2004-05. 
Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are generally good. Normal growing 
conditions, abandonment rates and crop quality have been assumed. 


Average world 


rices for wheat, coarse grains and oilseeds are forecast to decrease from 2004-05 due to rising carry-out 


stocks, especially in the major exporting countries. In Canada, prices for all grains and oilseeds will remain under pressure as 
the Canadian dollar is expected to remain relatively strong. Factors to watch are: Chinese import demand, South American 
growing conditions, EU grain export subsidy levels, the US winter wheat condition, ocean freight rates and the Canada/US 


exchange rate. 


WHEAT (ex-durum) 
For 2004-05, exports are forecast to 
decline by 5%, to 11.7 Mt, due to 
reduced supplies of good quality wheat. 
Domestic use is forecast to rise by 
almost 25%, due to higher feed use 
resulting from the low quality of the 
western Canadian crop. Carry-out stocks 
are forecast to increase by 19% to 5.1 
Mt. Carry-out stocks are expected to 
largely be of low quality. 
For 2005-06, Canadian production is 
forecast to decline by 6% from 2004-05, 
to 19.7 Mt, as yields decrease to a trend 
level. Domestic use is expected to fall. 
However, high carry-in stocks of feed 
wheat are expected to maintain wheat 
feeding at an above-average 4.0 Mt. 
Exports are projected to increase to 12.7 
Mt, assuming that supplies of top-quality 
CWRS wheat increase to more normal 
levels. The Canadian Wheat Board 
CWB) 2005-06 Pool Return Outlook 
PRO) for No.1 CWRS 11.5% protein is 
180/t, in-store Vancouver/ St. Lawrence 
(/S VC/SL), $7/t below 2004-05. 
Assuming a normal aay crop, returns 
for high protein CWRS wheat are 
expected to decline by a greater amount, 
with smaller declines for medium quality 
wheat. 


DURUM 

For 2004-05, exports are forecast to fall 
by 10%, to 3.1 Mt, due to reduced 
supplies of top-quality durum and 
increased production in the major 
ae countries. Carry-out stocks are 
projected to rise by over 50%. 

For 2005-06, production is forecast to be 
relatively unchanged at 5.0 Mt. Total 
supplies are forecast to rise by 14%, to a 
record 7.7 Mt, however, due to higher 
carry-in stocks. Exports are projected to 
increase by 16% to 3.6 Mt, mainly due to 
reduced export competition from the EU. 
However, carry-out stocks are forecast to 
rise by a further 19%, to a record 3.2 Mt. 
Farm stocks are forecast to rise by 
almost 30% to a record 1.8 Mt. The 
CWB PRO for No.1 CWAD 11.5% 
protein is $188/t, I/S VC/SL, down $9/t 
from 2004-05. The premium for No.1 
CWAD 11.5% over No.1 CWRS 11.5% 
is projected at $8/t, vs. $10/t in 2004-05. 


BARLEY 

For 2004-05, exports are forecast to decrease 
by 24% from 2003-04, to 1.85 Mt, due to 
lower selection rates for malting barley and 
relatively strong domestic prices. Carry-out 
stocks are forecast to rise to a burdensome 
level of 3.5 Mt. 

For 2005-06, production is forecast to fall 
by 8% from 2004-05, to 12.2 Mt, due to 
lower yields and area. Supply is expected to 
rise slightly, however, due to higher carry-in 
stocks. Domestic use is forecast to rise by 
2% due to increased feed demand. Exports 
are forecast to rise significantly, to 2.5 Mt, 
due to increased supplies of malting quality 
barley. Carry-out stocks are expected to fall 
to 3.0 Mt. The off-Board Lethbridge cash 
feed barley price is forecast at $110/t, the 
same as for 2004-05. The CWB PRO, I/S 
VC/SL, is $111/t for No. 1 CW feed barley 
pool A, $170/t for Special Select Two Row 
and $158/t for Special Select Six Row 
designated barley , vs. $117/t, $178/t and 
$164/t, respectively, for 2004-05. 


OATS 

For 2004-05, exports are forecast to decline 
by 4% from 2003-04, to 1.5 Mt, as a result 
of decreased supplies of milling quality oats 
in Canada and the weakness in US import 
demand. Carry-out stocks are projected to 
increase by 38%, to 1.1 Mt. 

For 2005-06, production is forecast to 
increase by 8%, as lower yields are more 
than offset by higher harvested area. 
Domestic use is forecast to increase to 2.1 
Mt, due to higher feed and food demand. 
Exports are forecast to rise by 20%, due to 
improved crop quality, increased supplies, 
and stronger US demand. Carry-out stocks 
are expected to rise by 9%, to 1.2 Mt. The 
Chicago price is forecast at C$120/t, $10/t 
lower than for 2004-05. 


CORN 

For 2004-05, imports are forecast at 2.1 Mt, 
marginally lower than 2003-04. Industrial 
use 1s expected to increase significantly. 
For 2005-06, production is forecast to fall 
slightly to 8.7 Mt due to lower yields. 
Imports are forecast to rise by 5% to 2.2 Mt. 
Carry-out stocks are expected to drop by 
20% to 0.8 Mt. The average Chatham price 
is forecast to remain unchanged at $100/t. 


CANOLA 

For 2004-05, exports are forecast to drop 
by 9% to 3.4 Mt. Carry-out stocks are 
expected to rise to a burdensome 1.5 Mt. 
For 2005-06, production is forecast to fall 
by 11% to 6.9 Mt, due to lower seeded area 
and yields, but supply is forecast to rise 
due to higher carry-in stocks. Crush is 
forecast to fall by 3% to 3.1 Mt, due to low 
vegoil prices. Exports are projected to be 
stable at 3.4 Mt. Carry-out stocks are 
forecast to decline slightly. The average 
Vancouver cash price is expected to 
decline to $300/t, due to low US soybean 
and soyoil prices. 


FLAXSEED (excluding solin) 

For 2004-05, exports are expected to 
decline substantially because of reduced 
supplies. Average prices are expected to be 
significantly higher than 2003-04. 

For 2005-06, production is forecast to 
more than double to 1.2 Mt, due to higher 
area seeded and yields. Exports are 
forecast to increase to a historically normal 
level due to strong EU demand. Carry-out 
stocks are expected to increase sharply to a 
20-year high of 0.3 Mt. The Thunder Bay 
cash price is forecast to fall significantly to 
$340/t, due to higher carry-out stocks. 


SOYBEANS 

For 2004-05, exports are expected to rise 
to a record 0.95 Mt, while domestic crush 
is stable at 1.45 Mt. 

For 2005-06, production is forecast to fall 
marginally, to 3.0 Mt, under pressure from 
lower pclae Supplies are projected to rise 
by 5% due to Heher carry-in stocks. Food 
and industrial use is forecast to increase to 
1.75 Mt. Exports are expected to decline 
slightly but remain near record levels. 
Carry-out stocks are forecast to remain 
historically high. The average Chatham 
price is forecast to decrease to $220/t, due 
to lower US prices. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox...(204) 983-8465 
EU all scccsecanecccsaectsntes lennoxg@agr.gc.ca 

Coarse Grains......Joe Wang ...... 983-8461 
SOUL ss sccectsscsrtnenceoses wangjz@agr.gc.ca 

Oilseeds........ Chris Beckman.......984-4929 
BE -SIURIIG, ee cresscocesencntes beckmac@agr.ge.ca 

Fred Oleson, A/Director.............. 983-0807 
Hei ail ic.. ccsccessvecatnetacss olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. 

(c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total = F&I + FWD + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - March 2005 

” Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - March 14, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 


CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION March 14, 2005 

Grain and Area Imports Total Exports Food and Feed, | Total Dom- Carry-out Average 

Crop Seeded Harvested Yield Production  (b) Supply (c) Ind. Use (e) & Dockage estic Use (d) Stocks Price (f) 
(GQ) ee 000 ha------ tha’ (2 eeen es oee ee eer cou. thousand metric tonnes- - - - - - - ----------------- $/t 

Durum 

2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 pep 220 684 1,788 224.21 

2004-2005f 2,230 2,141 Zoe 4,962 1 6,751 3,100 25 456 951 2,700 1 Be 

2005-2006f 2,450 2,425 2.06 5,000 1 7,701 3,600 260 421 901 3,200 188 * 

Wheat Except Durum 

2003-2004 8,179 8,009 = 2.41 19,272 16 23,395 12,300 Pe S/g/: Spe Iays 6,804 4,292 206.03 

2004-2005f 8,170 LOSS h PBA 20,898 10 25,200 11,700 2.710 4,800 8,400 5,100 187 * 

2005-2006f 8,400 8,100 2.43 19,700 10 24,810 12,700 2,800 3,990 7,610 4,500 180 * 

All Wheat 

2003-2004 10,662 10,467 2.25 23.552 18 29,295 Lone 5,024 3,442 7,488 6,080 

2004-2005f = 10,399 9,862 2.62 25,860 11 31,952 14,800 3,025 5,256 Dae 7,800 

2005-2006f 10,850 10,525 2.35 24,700 lik S201 16,300 3,060 4,411 Sul 7,700 

Barley 

2003-2004 5,046 4,446 2.77 12,328 36 13,838 2,445 298 8,574 9,286 2,108 135.80 

2004-2005f 4,678 4,050 3.26 13,186 50 15,344 1,850 300 9,289 9,994 3,500 100-120 

2005-2006f 4,510 4,040 3.01 12,180 30 15,710 2,500 380 9,425 10,210 3,000 100-120 

Corn 

2003-2004 1,265 22657) ae oz 9,587 2,107 12,804 342 2,415 8,892 1N319 1,143 137.18 

2004-2005f 1,185 1,072 8.24 8,836 2,100 12,078 150 2,650 8,263 10,928 1,000 90-110 

2005-2006f Ie Bes 1,130 © 7-70 8,700 2,200 11,900 150 2,700 8,235 10,950 800 90-110 

Oats 

2003-2004 PL IHG LS 7234 3,691 19 4,234 5517 140 1,569 1,876 800 136.65 

2004-2005f 1,995 1,315 2.80 3,683 20 4,504 1,500 150 1,567 1,904 1,100 120-140 

2005-2006f 2,420 D540 e250 3,960 15 5,075 1,800 170 1,705 2,075 1,200 110-130 

Rye 

2003-2004 246 LAT it 32] 0 Sour wal 47 70 (IB) 50 104.44 

2004-2005f 284 16S. e2.53 418 1 469 250 48 99 164 55 65-85 

2005-2006f 230 200 are 2,15 430 1 486 250 48 101 166 70 65-85 

Mixed Grains 

2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 233 Lie 2.87 318 0 318 0 0 318 318 0 

2005-2006f 235 140 2.79 390 0 390 0 0 390 390 0 

Total Coarse Grains 

2003-2004 9,070 19299 30 26,317 2.161 31,617 4,516 2,900 19,489 23,001 4,101 

2004-2005f 8,374 6,713 3.94 26,441 2,171 S2e13 3,750 3,148 19,536 23,308 5,655 

2005-2006f 8,250 7,050 3.64 25,660 2,246 33,561 4,700 3,298 19,856 23,791 5,070 

ee ae ee ee a ee eee 

Canola 

2003-2004 4,736 4,689 1.44 6.011 243 7,908 3,754 3,390! 110 3,542 612 387.04 

2004-2005f D3 ko 4,938 | le / 7,728 200 8,540 3,400 3,200! 420 3,665 1,475 285-325 

2005-2006f 5,015 4,890 1.41 6,900 225 8,600 3,400 3,100! 630 SNe) 1,425 280-320 

Flaxseed 

2003-2004 745 728 1.04 754 22 905 609 n/a n/a 199 97 382.13 

2004-2005f 728 528 = 0.98 an hy 30 644 450 n/a n/a 144 50 500-600 

2005-2006f 1,000 974 1.23 1,200 20 1,270 700 n/a n/a 245 325 320-360 

Soybeans 

2003-2004 1,051 L047 2.07 2,268 587 3,000 OTS 500} 319 1,947 140 395.04 

2004-2005f 1,229 S178 B59 3,048 250 3,438 950 ~—:1,450' 488 2,063 425 215-255 

2005-2006f 205 13199" 9 2-50 3,000 250 3.675 900% 51,750! 490 2,350 425 200-240 

Total Oilseeds 

2003-2004 6,531 6,464 152 Site LE | eye 11,813 5270 n/a n/a 5,688 849 

2004-2005f sb. 6,643 1.70 11,293 480 12,622 4,800 n/a n/a 5,873 1,950 

2005-2006f 7,230 7,063 oy, 11,100 495 13,545 5,000 n/a n/a 6,370 2475 

Total Grains And Oilseeds 

2003-2004 26,263 24,461 2.44 59,663 3,030 T2129 25,518 n/a n/a 36,177 11,030 

2004-2005f 26,050 23,219 2.74 63,595 2,662 77,287 23,350 n/a n/a 38,532 15,405 

2005-2006f 26,330 24,638 2.49 61,460 2,752 79,617 26,000 n/a n/a 38,672 14,945 


Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


CANADA: PULSE AND SPECIAL CROPS OUTLOOK March 14, 2005 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 6%, from 2004-05, as increases for 
dry beans, sunflower seed and chickpeas are more than offset by decreases for lentils, mustard seed and canary seed. Seeded 
areas for dry peas and buckwheat are expected to be similar to 2004-05. It is assumed that precipitation will be normal for the 
spring and summer. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are generally 
good. It has been assumed that the abandonment rate and average quality will be normal. 


Total production in Canada is forecast to decrease by 11%, from 2004-05, to 4.66 million tonnes (Mt). Total supply is expected to 
decrease slightly to 5.7 Mt as higher carry-in stocks offset most of the decrease in production. Exports and domestic use are 
forecast to increase slightly due to stronger demand. Carry-out stocks are expected to decrease. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas and mustard seed, decrease for dry beans and sunflower seed, and be 
the same for dry peas, lentils, canary seed and buckwheat. However, prices are expected to be very sensitive to any production 
problems. The main factor to watch will be precipitation during the spring and summer in Canada. Other factors to watch are 


the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 
conditions in major producing regions, especially India, Mexico, United States, European Union, Turkey and Australia. 


DRY PEAS 

For 2004-05, due to higher production and 
supply, lower prices and stronger demand, 
exports are forecast to increase sharply. The 
average price is forecast to decrease, compared to 
2003-04, as carry-out stocks increase, with a 
stocks-to-use ratio (s/u) of 16%. 

For 2005-06, the area seeded is forecast to be 
similar to 2004-05. Production and supply are 
forecast to decrease due to lower trend yields. 
World supply is expected to increase marginally 
to 12.8 Mt because of higher carry-in stocks and 
higher production in the US, but this is expected 
to be offset by increased use. Canadian exports 
are expected to decrease slightly due to increased 
competition from the US, but domestic use is 
forecast to increase due to stronger demand in the 
feed sector. Carry-out stocks are forecast to 
decrease, with a s/u of 10%. The average price, 
over all types, grades and markets, is forecast to 
be the same as in 2004-05. 


LENTILS 

For 2004-05, due to higher production and 
supply, lower prices and higher demand, exports 
are forecast to increase sharply. The average 
price is forecast to decrease, as carry-out stocks 
increase, with a s/u of 15%. 

For 2005-06, the seeded area is forecast to 
decrease by 5%. Production and supply are 
forecast to decrease due to the lower seeded area 
and lower trend yields. World supply is forecast 
to increase slightly to 4.0 Mt due to higher carry- 
in stocks. Canadian exports are expected to 
remain stable and carry-out stocks are forecast to 
increase, with a s/u of 20%. The average price, 
over all types and grades, is forecast to be the 
same as in 2004-05, as pressure from higher 
world supply is offset by higher average quality. 


DRY BEANS 

For 2004-05, production and supply decreased 
significantly in Canada and the US. Canadian 
exports are forecast to decrease because of lower 
supply, as carry-out stocks decrease to a low 
level. 

For 2005-06, area seeded is forecast to increase 
by 15%. Production and supply are expected to 
increase, due to higher area, lower abandonment 
and higher trend yields. In the US, production is 
expected to increase by 37% to 1.065 Mt, while 


supply increases by only 8% to 1.135 Mt due to 
lower carry-in stocks. Canadian exports are 
forecast to increase due to the higher supply. 
Carry-out stocks are expected to increase, with 
a s/u of 6%. The average price, over all classes 
and grades, is forecast to decrease due to the 
higher supply. 


CHICKPEAS 

For 2004-05, due to lower production and supply, 
exports are forecast to decrease. The average 
price is forecast to increase, as carry-out stocks 
decrease to a low level. 

For 2005-06, the area seeded is forecast to 
increase by 15%. Production is expected to 
increase, as higher area and lower abandonment 
more than offsets lower trend yields. Supply is 
forecast to decrease, due to lower carry-in stocks. 
World supply is expected to decrease marginally 
to 8.8 Mt. Canadian exports are forecast to 
remain stable, while carry-out stocks remain at a 
low level. The average price, over all types, 
grades and sizes, is forecast to increase due to 
higher average quality. 


MUSTARD SEED 

For 2004-05, due to higher production and 
supply, lower prices and stronger demand, 
exports are forecast to increase. Carry-out stocks 
are expected to increase, with a s/u of 70%, and 
the average price is forecast to decrease sharply. 
For 2005-06, area seeded is expected to decrease 
by 25%. Production and supply are forecast to 
decrease because of lower seeded area and lower 
trend yields. Exports are expected to rise and 
carry-out stocks are forecast to decrease, with a 
s/u ratio of 48%. The average price, over all 
types and grades, is expected to increase due to 
the lower supply. 


CANARY SEED 

For 2004-05, due to higher production and 
supply, lower prices and higher demand, exports 
are forecast to increase. Carry-out stocks are 
expected to increase, with a s/u ratio of 62%. 
The average price is forecast to decrease sharply 
due to the higher supply. 

For 2005-06, area seeded is expected to decrease 
by 30%. Production is forecast to decrease due 
to lower area, but supply is expected to increase 
marginally, as higher carry-in stocks more than 


offset the fall in production. World supply is 
forecast to increase marginally to 410,000 t. 
Canadian exports are expected to increase, due to 
higher demand, and carry-out stocks are forecast 
to decrease slightly, with a s/u ratio of 57%. The 
average price is forecast to be the same as in 
2004-05, in line with the relatively stable supply. 


SUNFLOWER SEED 

For 2004-05, due to sharply lower production and 
supply, exports and domestic use are expected to 
decrease, and carry-out stocks are forecast to 
decrease to a low level. The average price is 
forecast to increase due to the lower supply. 

For 2005-06, area seeded is expected to increase 
by 15%. Production and supply are forecast to 
increase due to higher area, lower abandonment 
and higher trend yields. US production is 
expected to increase significantly. World supply 
is expected to increase marginally to 26.9 Mt. 
Canadian exports and domestic use are forecast 
to increase because of the higher supply. Carry- 
out stocks are expected to increase, with a s/u of 
7%. The average price, over both types and all 
grades, is forecast to decrease because of the 
higher supply in US and Canada. 


BUCKWHEAT 

For 2004-05, due to lower production and supply, 
exports and carry-out stocks are expected to 
decrease. The average price is forecast to be the 
same as in 2003-04, as pressure from higher 
world supply is offset by lower Canadian supply. 
For 2005-06, Canadian production and supply are 
forecast to increase, with a stable seed area, lower 
abandonment and higher trend yields. Exports 
are forecast to increase and carry-out stocks are 
expected to be very low. The average price is 
forecast to be the same as in 2004-05, as support 
from lower world supply is offset by higher 
Canadian supply. 


FURTHER INFORMATION: 

Stan SKrypet .......c.cccccccscsssees (204) 983-8972 
Ei al iicccccsseseasessssesse skrypetzs@agr.gc.ca 
Fred Oleson, Chief ................ (204) 983-0807 
Him AIL 2 ccc. cstarnesetbesavesteve olesonf@agr.ge.ca 


www.aer.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION March 14, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (c) Domestic Use (d) Stocks Price (e) 
000 ha Ni Oe a ee Eee eS thousand metric tonnes - - - ----------------- $/t 

Dry Peas 
2001-2002 1,344 1,285 Rey; 2,023 27 2,245 1,381 589 Pal he 190 
2002-2003 1,297 1,050 1.30 1,065 41 1,681 628 743 310 210 
2003-2004 1,303 2c GK 2,124 24 2,458 WS te 936 205 175 
2004-2005f 1,388 1,345 2.48 3,506 20 3,563 2,000 1,063 500 115-145 
2005-2006f 1,390 isles Zeal 2,860 20 3,380 1,950 1,130 300 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 toa 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 6 1,005 570 305 130 300-330 
2005-2006f 740 rae Asli 840 5 975 570 245 160 300-330 
Dry Beans 
2001-2002 184 IAS) 1.70 298 42 390 263 97 30 f25 
2002-2003 230 219 1.89 414 40 484 297 TAL 70 445 
2003-2004 167 167 2413 356 34 457 344 83 30 495 
2004-2005f 163 126 1375 220 35 285 205 70 10 650-680 
2005-2006f 190 186 1.83 340 30 380 285 Zo 20 525-555 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 Z 130 74 36 20 330 
2004-2005f 47 39 1331 51 3) 76 35 36 5 355-385 
2005-2006f 54 52 1215 60 5 70 35 30 2 380-410 
Mustard Seed 
2001-2002 166 158 0.66 105 ) 213 171 n/a 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 Z 288 121 hs 92 390 
2004-2005f 317 304 1.00 305 2 399 150 84 165 295-325 
2005-2006f 237 230 0.80 185 2 352 160 cae 115 320-350 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 251 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 180 47 140 215-245 
2005-2006f 249 242 0.95 230 0 370 185 50 135 215-245 
Sunflower Seed 
2001-2002 13 67 4.55 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 1357 21 200 105 60 35 440 
2003-2004 119 415 1.30 150 16 201 96 80 Phe 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 480-510 
2005-2006f 100 95 1.47 140 15 160 80 70 10 405-435 
Buckwheat 
2001-2002 16 14 1.14 16 1 ay, 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 ii 3 340 
2003-2004 9 9 | 10 1 14 5 1é 2 355 
2004-2005f 9 rd 0.71 5 1 8 2 6 0 340-370 
2005-2006f 9 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c) 
2001-2002 Sic 2,993 Ress) 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1£39 1,230 613 
2003-2004 2,797 21 a2 1:35 3,680 81 4,374 2,495 1,400 479 
2004-2005f 3,136 2,948 1.18 5,234 94 5,807 3,182 1,670 955 
2005-2006f 2,968 2,886 1.62 4,664 78 5,697 3,269 1,683 745 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, March 14, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 
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FEED GRAINS IN CANADA 


Feed grain prices in Canada have decreased significantly from last year due to the record corn crop in the United 
States and high supplies of feed wheat and barley in western Canada. This issue of the Bi-Weekly Bulletin examines 
the situation and outlook for feed grain in Canada. 


Government 
Publications 


Feed grain for livestock in Canada 
consists of coarse grain (barley, corn, 
oats, rye, mixed grain) and feed wheat. 
The availability of feed quality wheat is 
largely dependent on weather and 
growing conditions. Soymeal and 
canola meal and feed peas are also 
significant components in livestock 
rations as a source of protein. The 
feed grain market is dominated by 
barley in western Canada and corn in 
eastern Canada. With the exception of 
drought years, western Canada 
generally produces a significant 
surplus of barley. 


In western Canada, wheat and barley 
are the major feed grains. Wheat is 
produced primarily for the domestic 
and export food market but a 
significant proportion is also used for 
food. Although some barley is selected 
for the production of malt, about 85 
percent of production is generally used 
in the feed market. In eastern Canada, 
corn is the dominant feed grain. 


Feed grain prices in Canada have 
been negatively affected by several 
factors during 2004-05: (a) the record 
corn crop in the US, (b) the severe 
downgrading of the wheat and barley 
crops in western Canada and (c) the 
appreciation of the Canadian dollar. 


Record Corn Crop in the US 

In the US, corn has historically been 
grown specifically for livestock 
production, ensuring a consistent feed 
supply for US livestock. However, an 
ever increasing part of the crop is 
being diverted to the ethanol and 
fructose markets. Corn production in 
the US has been strongly supported by 
government support programs, which 
have caused area seeded to corn in 


the US to steadily increase over time, 
and public and private research 
funding, which has caused corn yields 
to increase. In 2004-05, the US had a 
record corn crop of 11.8 billion bushels 
(bIn bu) due to extremely good 
growing conditions which led to a 10 
percent increase in the average US 
corn yield to 160 bu/ac, from 142 bu/ac 
in 2003-04. US exports are actually 
expected to decrease marginally from 
last year. Despite a significant 
increase in domestic feed use and 
higher food and industrial use, carry- 
out stocks for corn in the US are 
expected to more-than double from 
last year to about 2.1 bln bu. As a 
result, the average US farm price is 
forecast to fall to US$2.05/bu from 
US$2.42/bu for 2003-04. 


Canadian Feed Supplies - Record 
Large in 2004-05 

Supplies of feed grains increased 
sharply in Canada in 2004-05 due to 
the severe downgrading of the western 
wheat and barley crops. The cool 
growing season delayed crop 
development across most of the 
Prairies, and an early frost was 
received on August 20 across much of 
eastern Saskatchewan and western 
Manitoba. A frost on this date would 
normally have had limited impact on 
production or quality, since the 
majority of the barley and wheat crops 
would have been ripe. However, the 
delayed crop development meant that 
most crops were about a month behind 
normal, so that the impact was similar 
to having a frost at the end of July, 
which is unprecedented. With many 
wheat crops only in the soft dough 
stage at this date, the result was a 
significant downgrading to feed grade 
due to frozen green kernels and low 


test weights. The impact was 
somewhat less dramatic for barley, 
due to the generally more advanced 
stage of development, but a less than 
normal proportion of the barley in the 
frost-affected region was suitable for 
malting. In other regions, the cool wet 
fall resulted in increased damage and 
downgrading due to sprouting and 
mildew. 


In a normal year, only about 5-10% of 
the western wheat crop is of feed 
quality, equivalent to about 0.9 to 1.8 
million tonnes (Mt). In 2004, 45% or 
more of the crop was downgraded to 
feed, equivalent to about 8.5 Mt. The 
impact on barley quality is more 
difficult to quantify, but the Canadian 
Wheat Board expects that only about 
2.0 Mt will be selected for malting in 
2004-05, compared to a normal 2.5 Mt. 
As total western barley production rose 
by 0.9 Mt in 2004-05, this implies 
additional feed barley supplies of 1.4 
Mt. The total increase in feed quality 
wheat and barley compared to 2003- 
04 likely exceeds 8 Mt. 


FEED GRAINS IN CANADA 


Qualities desired in a feed grain: 
The basic qualities desired are: 

(a) energy, often expressed in 
kilocalories of metabolizable 
energy/kilogram. Energy, unlike 
protein content, can not be measured 
directly, but grains of high density 
(weight/volume) usually contain high 
energy levels. The main sources of 
energy are supplied in the form of 
carbohydrates (starch), fat, fibre and 
protein. Starch content is of interest to 
both the livestock feeder and the 
ethanol plant; (b) protein, more 
specifically amino acids, lysine, 


Canada 


methionine, cystine and tryptophan are 
of interest to feedmills but it causes 
problems in ethanol production. 
Protein, however, may make the 
distillers grain more marketable; (c) 
vitamins and minerals - phosphorus, 
calcium, vitamins, trace minerals and 
(d) fatty acids. From a cost of 
production perspective, high yields are 
also required. 


Wheat 

Wheat is normally used as a feed 
ingredient by the hog and poultry 
industries, which consume about 3 Mt 
annually. In most years, much of this 
is low-quality milling wheat, such as 
No.3 CWRS, Canada Prairie Spring 
Red or western red winter wheat, as 
supplies of feed quality wheat are 
insufficient to meet demand. Wheat 
downgraded to feed quality may often 
also be light weight, which is not 
desired by hog feeders in particular. 
This is therefore an additional concern 
in 2004-05, as much of the feed wheat 
is below the normal 60 pound per 
bushel test weight, and therefore not 
attractive to the hog feeder. Despite 
large supplies of feed wheat, these 
feeders may still have difficulty 
accessing wheat of the desired quality. 
Much of the lower weight wheat is 
expected to be consumed by the cattle 
industry, which will incorporate wheat 
into the ration if the price is attractive. 
However, this wheat will have to 
compete with increased supplies of 
feed barley, which is the traditional 
feed ingredient for the western feedlot 
industry. While it would be logical to 
expect that the surplus to domestic 
needs will be exported, the CWB PRO 
for feed wheat is even lower than the 
currently depressed domestic off- 
Board market. It is therefore 
anticipated that a significant proportion 
of the poorer quality feed wheat 
produced in 2004-05 will be carried 
into 2005-06, and continue to affect 
the Canadian feed industry during 
2005-06. 


Barley 

Western Canada produces between 
10-13 Mt tonnes of barley annually. In 
general about 15-20 percent of the 
barley produced is selected for malting 
purposes with the remainder used for 
feed. But today, US corn, CPS wheat 
and low quality CWRS wheat can 
compete with western barley. In 
addition the threat of Fusarium Head 
Blight has turned some Canadian 


producers away from wheat and 
barley. This is of particular concern in 
eastern Manitoba, where strong feed 
demand from the hog industry has 
resulted in imports of wheat and barley 
from further west, and corn from the 
US. Most feed barley supply is based 
on malting barley varieties that failed 
to be selected for malting, rather than 
higher-yielding feed varieties. 


For years, the standard for judging the 
quality of feed barley has largely been 
the bushel weight. Research has 
indicated that bushel weight is 
correlated to feed value, but not 
necessarily to feed energy. Feed 
barley of the same test weight can 
have a large variation in feed energy. 


Fusarium Head Blight 

The fungal strain Fusarium 
Graminearum produces mycotoxins 
such as Deoxynivalenol (DON) that 
can threaten the health of livestock. All 
non-ruminants and hogs in particular 
have an extremely low tolerance level 
to the mycotoxins. The prevalence of 
the disease in wheat and barley crops 
in Manitoba and to a lesser extent in 
Saskatchewan means that feed mills 
have had to source feed grains from 
regions farther away that have lower or 
no levels of infection. This has added 
to the cost of hog production over and 
above the cost of testing for the 
mycotoxins. Grain corn appears less 
susceptible to fusarium and therefore a 
much larger percent of the grain will be 
suitable for the feed industry. 


Corn 

Corn is one of the highest energy 
yielding cereals, largely due to its high 
starch content. It is mostly used as a 
valuable feed source for livestock, and 
increasingly for the production of 
ethanol. Cattle feeding performance on 
corn is about the same as on barley, 
so feed lot operators can easily 
substitute corn for use in their feed 
rations. Compared to barley as a feed 
ingredient, corn has about 8-9 percent 
more energy but slightly less protein. 


About 65 percent of Canada’s corn is 
grown in Ontario and 30 percent in 
Quebec. In western Canada, US corn 
imports increase when the landed 
price of US corn becomes competitive 
with domestic feed grains. Corn 
production in Manitoba has been 
increasing over the last ten years due 
to the introduction of new varieties that 


require fewer heat units. New 
improved corn varieties better suited 
for production in western Canada, 
fusarium concerns with barley 
production and corn's relative 
substitutability in feed rations make it 
likely that corn will become an 
increasingly important feed source for 
Canada’s growing hog industry. 


Oats 

Oats are primarily used in the food 
milling industry and the performance 
horse feed market, with the remainder 
used in the feed market. For horses, 
oat starch is more digestible than the 
starch in corn or barley. The main feed 
market for lower quality oats in 
Canada is cattle. The high fibre 
content of hulled oats decreases the 
nutrient value of oats which in turn can 
raise the costs and time required for 
animals to reach slaughter weight. 


Rye 


Rye has a feeding value of about 85 to 
90 percent that of corn, and contains 
more digestible protein and total 
digestible nutrients than oat or barley. 
Rye is most satisfactorily used when 
mixed with other grains at a proportion 
less than a third, because it is not 
highly palatable and is sticky when 
chewed. Feed quality rye is normally 
priced at a discount to feed barley on a 
per tonne basis, and this discount can 
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vary widely. Livestock and poultry 
feeders have been reluctant to use rye 
in their feed rations due to concerns 
over the presence of ergot alkaloids, 
the anti-nutritional effects of pentosans 
in rye and the reduced feed intake of 
animals consuming rye. Recent 
improvements in animal feed 
production technology, especially in 
the use of various enzymes to improve 
palatability, led to a substantial 
increase in the proportion of rye grain 
that can be included in mixed animal 
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feeds. Its high energy level and 
protein content combined with a large 
yield potential make fall rye a potential 
excellent choice as a feed crop. 


DEMAND FOR FEED GRAIN 


Feed demand in western Canada has 
been steadily increasing over the past 
few years. A dramatic increase in the 
size of the hog industry has 
contributed to this trend. As well, 
steady growth in cattle production has 
increased feed demand. In recent 
years this has been partly attributable 
to the closure of the US border to live 
cattle because of the BSE crisis. The 
livestock sector has benefited 
considerably from the abolition of the 
WGTA and the resulting interest in 
value-added activity. 


Cattle 

The cattle industry has grown by about 
20 percent since 1995, to about 

15.1 million head (Mhd) at the end of 
2004. Generally, dairy and beef cattle 
consume about 50% of the feed grain 
in Canada. Cattle are ruminants, multi- 
stomach animals, which make use of 
bacteria to break down feed. For 
cattle, roughage can be substituted for 
feed grain. For health reasons some 
roughage is required in a cattle ration. 
As a result, relative prices of the 
various feed grains and roughage 
sources (various hays and straws) 
have a significant impact on the 
composition of the feed ration. 

Barley’s high fibre content accounts for 
the popularity of barley in cattle 


rations. Corn makes up much of the 
rest of the grain fed to cattle. 


Hogs 

Hogs are the second largest consumer 
of Canadian feed and feed grains, 
consuming 35 to 40 percent of the 
feed grain in Canada. Nutrition is very 
important to the hog industry, owing to 
the rapid growth and mono-gastric 
nature of hogs. 


Corn, barley and wheat are all used for 
hog feed. In eastern Canada, corn is 
the primary feed grain. Both domestic 
and imported corn contribute to the 
eastern feed market. In western 
Canada, the market is slightly more 
complex with both imported corn and 
domestic wheat and barley going into 
the feed market. 


Poultry 

Poultry are another large consumer of 
feed. Supply management has led to 
a relatively stable poultry industry, 
growing with population over time. 
Chickens are the primary poultry 
product and consume the vast majority 
of feed, with turkeys consuming the 
bulk of the remainder. 


Other 

Other noteworthy consumers of feed 
are sheep, lambs and horses. Horses 
are primarily used for recreational 
purposes. The numbers are relatively 
steady, and they represent a small but 
premium portion of the overall feed 
market. Sheep and lambs are also a 
small portion of the feed market, 


however this portion is growing. Both 
sheep and horses are sensitive to 
fusarium. 


FEED GRAIN PRICES 


The impact of the large feed supplies 
in western Canada has been a sharp 
decline in prices, particularly for feed 
wheat. Feed barley prices have 
remained surprisingly strong, given the 
large supplies, with the Winnipeg 
Commodity Exchange (WCE) 
Lethbridge cash price expected to 
average about $110/t in 2004-05, 
about 20% lower than in 2003-04. 
While this is a significant decline, it is 
in fact better than US corn prices, 
which are forecast to fall by over 25% 
(in Canadian dollar terms). The WCE 
average feed wheat cash price at 
Thunder Bay, however, is expected to 
fall by almost 35%, to about $110/t. 
The spread over Chicago corn is 
forecast to average only $10/t, 
compared to the normal of about $22/t. 
The average Chatham corn price is 
expected to decrease to $100/t vs. 
$137/t for 2003-04. 


OUTLOOK 2005-06 


Feed grain prices are expected to 
remain low. Prices will continue to be 
pressured by the significant increase in 
carry-in stocks of corn in the US. 
Although the USDA is currently 
forecasting lower corn yields for 2005- 
06, US corn supplies are forecast to 
increase slightly and will pressure US 
corn prices lower, unless US corn 
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exports unexpectedly increase 
significantly. 


In western Canada, as with feed 
wheat, carry-in stocks of feed barley 
are expected to rise sharply for 2005- 
06. This is attributable to high supplies 
in 2004-05, which exceeded domestic 
demand. The CWB PRO is at a 
discount to domestic returns, so that 
minimal exports are expected. These 
larger carry-in stocks may more than 
offset an expected decline in 
production. Therefore, supplies of feed 
barley may increase in 2005-06. 


For 2005-06, the Canadian barley 
price is expected to remain near the 
2004-05 level, with a lower projected 
US corn price offset by reduced feed 
supplies and strong feed demand in 
western Canada. Feed wheat prices 
will continue to be pressured for the 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to 
Agriculture and Agri-Food Canada, Canadian Wheat Board 


first part of the crop year due to large 
Carry-in stocks, but assuming a return 
to normal crop quality in 2005-06, 
prices are expected to begin to 
strengthen partway through the crop 
year, and average about 15% higher 
than in 2004-05. The averge Chatham 
corn price is expected to be the same 
as 2004-05 at $100/t. 


The value of the Canadian dollar is 
expected to be similar to 2004-05, 
remaining at an historically high value 
against the US dollar. This will 
continue to pressure Canadian feed 
grain prices relative to US corn prices. 


For more information contact: 
Bobby Morgan/Glenn Lennox 
Phone: (204) 984-0418/983-8465 
E-mail: morganb@agr.gc.ca 
lennoxg@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES March 7, 2005 
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4. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including du and exchange where applicable 
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March 21, 2005 


This week Last week Month ago Year ago 
Price Basis 21-Mar-05 7-Mar-05 21-Feb-05 22-Mar-04 


In-Store 103.00 101.00 98.00 170.00 
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Selected Points 
rom: Thunder Bay(WCE) (2 


Track / Truck via Sydne 201.63 199.63 196.63 268.63 


Stephenville, NL 


ins tore sitadiadid em cen 
CBOT BEewe Ee We ee eee ee ee ee eee 172.00 
Lothbiidge) (iat ia Da Ape Fee ee eee Baroy Te <5] ia 1 10.802] 811050" |S 4109.00 > 68) 142.00 
o: Bayport, ON 1 193.61 
Se ae ae eae paeee Oattee ra) MT NAY a1 PRE SNAEe NA es 2 N/A 
eel aaa Pee Barey Bee] 0198119 SF 137 8orse | he 136.39 S| 169.39 
Montreal, QC__(1 198.03 
Cased mcaieallt Iiest Sat Oatte hel UU NiAws SC PS NA aE 2 eA N/A 
a Ph Sey GRE [eBay eames 417143. TAZ Tt he HAS 174.31 
Moncton, NB 220.25 
BEE 7a ESE eB 7 Ce N/A 
eee RA ha Fare ariey cee] 0167-301 | ew 67/00 R165 SOAS | 198.50 
Truro, NS 214.22 
as es a es Be ee 
Ee a ee Be a ee ee 196.00 
Halifax, NS 1 205.28 
ES ES a Be 7 Wd 
(Ls a ES Ed Ge (EC 182.30 
Track / Truck via Sydney _| 


= 


Peep Seen ive ered a RT Oat Sie A] NIA CE oe NAT aes [ania NA Ree 
aR EEE Cha Repeal Ss Barley. i] RNA ee NIA er N/A 
Melfort, SK eee ep apa achat Ee] RECS Wheat ee Mtl ke yNVA So 2S RNA Se i SNA 
aa ee iO) Pe os es ee a ea ed N/A 
Track N/A 
Bayport, ON eter EOS 0a | sae Wheat a rab Tce N/A vag) 1 Se NIA aoe (SN AP N/A 
SEE eae eee) Se Me Oat omer |e N/Ac es et NIA Tee |e ei N/A 
Montreal, QC pe Seca srs wee a |e Wheaties ot VF SE NAar. | PaINIA Ti > [ora ON Aerie 
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Moncton, NB 
[sbeeet 2 Oat it Sete | MANA ES |e Sea ARES: | ia San NIA Sete N/A 
N/A 
Truro, NS N/A 
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Selected Points Price Basis Last week Year ago 
Corn cia eo el = eee | Seg ats ca ean 4|921-Mar-05¢|te7-Mar-05 21-Feb-05 22-Mar-04 
rom: US Lake Port lOniBoard Vessel <= 5a 5. (tae a) Sa) 0 169 ee 01079 ae | ee 102 GOS | CO OMNES | 
To: 3¥ Montreal, QC —5(1) Si }inestore sms = sy es ete vi na] 120373 aa 0 | 2 ee cS A | 
rom: Chicago (IL TDR CK ES PSS 2 ae ME GE eae SE PT EIT] 510737 eal REO Abe ae | ae ONO Smee | 
To: __ Montreal, QC Track  emeeae yee LAs 1 36.29: | eee 36 roa tet |e 57,0 ee | 10 ee | 
rom: Chatham, ON Track ee Se Sere | MENT 14.04 |S ees ea 0 eae CS Ce | 
To: __ Montreal, QC Track es seh si | eed Oats [Pe s6raa ae |S ee RT OOS | 


[Soyrriesl 48% Protein: 2 jpn WE, anata Wigs” 11a aE a GR | 
Proms: Hamilton, ON ao [GE S5T Rm Se | 170,47 7 ee Aaa | 
To: = Montreal; OG. 09. | Track’ eats iS 5 iw [ee | 90450" 2 204 50 eee On aC een ame 56 SEN 
Li Moncton, NB ego [Teich SS mp 1 | Senne eam |S 3.19-25 ea [RS 1 |S 155 
| ST rir, NSE eA [Trecho Pn ey he | RS pes ee et [53 1647 ae | RNR OLA e106 77 SO 
| __Stephenville, NL [Track / Truck via Sydne Eee Ga ee ae i ee 
1. Prices include ONE month of storage and interest charges n/a = not available 


2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 


Agriculture and 
Agri-Food Canada 


iy 


April 29, 2008 Volume 18 Number 8 


Agriculture et 
Agroalimentaire Canada 


- Bi-weekly Bulletin 


Publications 


SOYBEANS: SITUATION AND OUTLOOK 


Soybean prices have decreased sharply during 2004-05 under pressure from record large production in the US combined with 
an expected record large output in South America. The consumption of soybeans is also growing, although at a slower pace, 
as rising world incomes increase the demand for soybean meal and soybean oil. World carry-out stocks are forecast to rise 
sharply. For 2005-06, world soybean prices are expected to remain depressed and slow down the expansion of soybean area 
in Brazil. Canadian output is projected to drop slightly as a decline in yields more than offsets a slight rise in harvested area. 
Over the medium term, the world soybean sector is projected to grow as the processing industry expands in emerging- 


economy countries. 


SITUATION 

Soybeans make up about 70% of the 
world’s output of the 7 major oilseeds 
(soybeans, cottonseed, peanut, 
sunflowerseed, canola/rapeseed, copra and 
palm kernel). The importance of soybeans 
in the oilseeds sector continues to grow with 
output expanding by one-quarter or 55 
million tonnes (Mt) since 2000-01. Most of 
this growth in output has been due to the 
expansion of seeded area in South America, 
primarily Brazil, which continues to develop 
its interior regions. The area seeded to 
soybeans expanded sharply in Argentina 
also. By contrast, seeded area in the United 
States (US) has remained stable. The 
growth in output in the US has been due to 
increased yields from active breeding 
programs which resulted in the release of 
improved varieties. 


For 2004-05, world soybean production is 
expected to set a record of about 219 Mt, 
supporting a sharp rise in world soybean 

supplies. 


The global soybean crush is projected to 
rise by 6% due to increased processing in 
China, Brazil, the US and Argentina. The 
growth in global processing is being 
supported by higher soyoil and soymeal 
consumption, particularly in China, as part 
of the worldwide trend towards greater 
urbanization, higher disposable incomes 
and increased consumption of animal and 
vegetable protein. 


The consumption of edible soybeans in 
human diets is also projected to rise. As part 
of the industrialization process and the 
growing sophistication of the global food 
supply chain, the processing of food-grade 
soybeans into edible products has been 
expanding, particularly in Asia. Some of 
these products, for example soy sauce, are 


then exported to the European Union (EU). 
Soybeans grown in North America may be 
shipped to Guangdong province, north of 


compared to usage, carry-out stocks of 
soybeans are expected to be burdensome 
for 2004-05. 


Hong Kong, processed and re-exported to 


Europe or North America. 


The crushing of soybeans is diversifying 
away from its historical base in the US and 


the EU into South 
America and Asia. 
This trend has 
been supported by 
financial incentives, 
differential tariffs 
and favourable 
regulations as part 
of developing 
countries’ initiatives 
to increase 
domestic 
employment and 
economic growth. 
Over the past few 
years, this move 
has been 
supported by low 
interest rates and 
the strong US 
dollar. Rising ocean 
freight rates, the 
devaluation of the 
American dollar 
and a possible rise 
in interest rates in 
2005 and beyond, 
which all increase 
costs, is expected 
to slow down the 
expansion of 
soybean crush 
plants in Asia and 
South America. 


As a result of the 
sharp rise in supply 


Record US Crop Burdens the World 
Oilseed Sector. 

The United States produced a record large 
soybean crop in 2004-05 on support from a 


Soybeans: Supply & Disposition 
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Other 
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Other 

Total Domestic Use 
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Carry-out Stocks 
e: USDA and AAFC April 2005 estimates 
f: USDA and AAFC April 2005 forecasts 
Source: USDA, Statistics Canada, AAFC 


Canada 


1.5 million acre increase in harvested area 
and a record high yield of 42.5 bushels per 
acre. Record yields were set as a result of 
the cooler than normal weather during the 
critical pod setting period in August which 
reduced floral abortion, followed by the 
warmest weather in 100 years during 
September which aided in pod filling 
allowing plants to express their genetic 
potential and bringing plants to maturity. As 
a result, US soybean output increased by 
28% from the drought reduced crop of 2003- 
04. 


Demand for US soybeans appears to be 
relatively stable as crush and exports 
rebound to pre-2003-04 levels. Domestic 
crush of soybeans is expected to reach 
about 45 Mt on growing demand for 
soybean meal. US exports are expected to 
rebound from 2003-04 but remain around 
the 28 Mt recorded in 2001-02 and 2002-03. 
Carry-out stocks are expected to be 
extremely burdensome for 2004-05, tripling 
from the tight levels of 2003-04, and double 
the 2000-01 level when the benchmark US 
farmgate price fell to US$4.50 a bushel. 


Brazil Plagued by Drought and Disease 
Brazilian soybean production is forecast at a 
record 54 Mt, 4% above 2003-04, as the 
result of hot and dry growing conditions 
combined with an outbreak of Asian rust. 
Despite the decline in output from previous 
forecasts, supplies are expected to remain 
burdensome because of the large carry-in 
stocks. 


Demand for Brazilian soybeans is expected 
to increase moderately in 2004-05. 
Domestic processing of soybeans is 
expected to grow slightly, to about 31 Mt, 
largely on an expected 1.0 Mt increase in 
soymeal exports, to about 16 Mt. Exports of 


soyoil are projected to remain 
stable at about 2.7 Mt. Exports of 
soybeans are expected to grow 
modestly, to about 21 Mt, as 
pressure from higher ocean freight 
rates and the decline in the value 
of the US dollar, against the real, 
more than offsets support by 
higher supplies. Carry-out stocks 
are expected to rise to a record 18 
Mt, vs 17 Mt for 2003-04 and the 
five year average of 15 Mt. 


Argentina Output Rises 
Argentina is the world’s third 
largest producer of soybeans, 


canadian 1 soybean) Exports. ey oe of 
Destination __ 


Netherlands 
Malaysia 
Belgium 
Finland 
Egypt 
Spain 

Other 

Total 


accounting for almost one-fifth of 
world production and it is the 
world’s largest exporter of soymeal 
and soyoil. Soybean production 
has increased steadily over the past five 
years due to increase in seeded area 
because of the devaluation of the peso, 
domestic economic reforms and 
transformation of the agricultural industry. 
For 2004-05, Argentine soybean production 
is projected at 39 Mt, up 6.0 Mt from the 
previous year. Exports of soybeans are 
expected to be about 7.5 Mt, similar to the 
five year average. Domestic processing of 
soybeans is expected to rise slightly, up by 
less than 1 Mt to about 26 Mt. This is a 
slowdown from the rapid pace of growth in 
the early 2000’s when Argentine crushing 
grew by up to 20% a year. Similar to the US 
and Brazil, carry-out stocks are expected to 
rise to a burdensome 17 Mt, about 30% of 
the world carry-out, versus 13 Mt in 2003-04 
and the five year average of around 10 Mt. 


China is world’s largest importer 

Since 2000-01, China has emerged as a 
major driver in the world soybean market. 
For 2004-05, Chinese imports of about 23 


[ : Board Crush Margins Canola versus Soybear 
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Source: Chicago Board of Trade, Winnipeg Commodity Exchange, Ontario Soybean Growers 
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For 2004-05, the soybean crush margin is trending between $40 to $60 a tonne as 
the drop in soybean meal and soyoil prices was matched by lower soybean prices. 


The soybean crush pace is forecast to remain strong for the rest of 2004-05 and into 


2005-06. 


e,f: forecast, Agriculture and Agri-Food, April 2005 
Source: Statistics Canada 


Mt are expected to make up one-third of the 
world trade in soybeans. China is also the 
world’s fourth largest soybean producer with 
output projected at 18 Mt. Chinese crush of 
soybeans has expanded by over 50% since 
2000-01, to about 29 Mt forecast for 2004- 
05. 


Some of the apparent growth in crush is due 
to the switch from small-scale processing, 
where the collection of official census data 
was uneven, to large scale operations 
where the data is easy to collect. Soybean 
crush capacity has expanded significantly in 
China over the past few years, largely in the 
coastal regions, through joint ventures 
between local companies and multi-national 
corporations. 


Edible soybeans account for about 40% of 
the soybeans consumed annually in China. 
China is a major producer and consumer of 
soy-sauce, tofu and soy-milk. Many of these 
edible products are made from soybeans 
with specialized characteristics generally 
either high protein or high-sugars. The size 
of the Chinese edible food market is 
expected to continue growing, making up a 
large, potentially underserved, segment for 
edible soybeans. 


European Union: imports hold steady 
Historically, the EU has been a major 
importer of soybeans. As a result of short 
supplies of protein meal, the EU imports 
between 14 Mt to 19 Mt of soybeans 
annually for processing. All of the soymeal 
is consumed within the EU while about one 
quarter of the soyoil is exported. With the 
soybean crush remaining relatively stable, 
the EU’s position as a soyoil exporter has 
declined in relative importance. 


Canada: record production due to good 
growing conditions in Eastern Canada 

In Canada, soybean production is 
concentrated in the provinces of Ontario and 
Quebec, although within the past few years 
soybean production has expanded in 
Manitoba. During 2004-05, the area seeded 
to soybeans in Canada increased by 17% to 
about 1.23 min ha. However, higher than 
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Source: Chicago Board of Trade, Ontario Soybean Growers 


For 2004-05, the basis between 
Chicago-cash and Chatham 
soybeans is trending between minus 
$10 to minus $20 a tonne. The basis 
had flipped late in 2003-04 when the 


tight domestic supplies sent Ontario 
prices soaring. For 2005-06, the 
basis is forecast to average C$10 to 
$20 a tonne under the Chicago cash 
due to burdensome supplies. 


normal abandonment, due to cold and wet 
growing conditions, resulted in harvested 
area rising by only 13% to 1.18 min ha. 
Most of the loss occurred in Manitoba where 
almost one-half of the soybeans were 
abandoned. Growing conditions were near 
ideal in Ontario and Quebec where both 
provinces experienced the highest yields 
since 1999-00. 


For 2004-05, a record 3.05 Mt of soybeans 
were produced, a 33% rise in output 
compared to 2003-04. By province, 2.48 Mt 
of soybeans were produced in Ontario, 0.54 
Mt in Quebec and only 45,000 tonnes in 
Manitoba. 


Demand for Canadian soybeans is expected 
to remain strong for 2004-05, despite 
competition from burdensome US and 
South American supplies. Domestic crush of 
soybeans is expected to decline but record 
exports are expected. Exports of Canadian 
soybeans have increased sharply to lran 
and France, more than offsetting a decline 
in shipments to Belgium and Germany. 
Carry-out stocks are forecast to rise sharply. 


Soybean prices drop sharply 

For 2004-05, the average US farmgate price 
for soybeans is expected to drop to 
US$5.40/bu from US$7.34/bu a bushel in 
2003-04. In Canada, soybean prices in- 
store Chatham are forecast to average 
C$245/t down from C$395/t in 2003-04. 
The relatively larger price drop in Canada is 


largely due to the devaluation of the US 
dollar against the Canadian dollar from 
C$1=US$0.75 on March 31 2004, to trading 
around the C$1=US$0.81-0.83 cents in 
March of 2005. If the Canadian currency 
had remained stable, the expected price for 
Canadian soybeans would have been 
C$245-285 a tonne for 2004-05. 


OUTLOOK: 2005-06 

The area seeded to soybeans is expected to 
remain stable for 2005-06 as a forecasted 
drop in the soybean area in the US offsets a 
projected small increase in the seeded area 
in Brazil. World soybean output is forecast 
to rise, as an increase in Brazilian 
production offsets a sharp drop in US output 
resulting from lower yields. 


World soybean supplies are forecast to rise 
as the sharp rise in carry-in stocks supports 
the increase in output. 


World crush of soybeans is forecast to rise 
slowly as pressured crush margins slow 
down the growth in crush capacity in 
developing countries. Other or edible 
consumption of soybeans is expected to 
grow due to increased consumption in a 
wide number of countries. Carry-out stocks 
are expected to rise sharply as the growth in 
supplies overwhelms the relatively slower 
growth in consumption. For carry-out stocks 
to remain at 2004-05 levels, the world 
soybean crush would have to rise by about 
13 Mt and edible soybean consumption 
would have to increase by about 3.0 Mt. 


US production to decline 

For 2005-06, the area seeded to soybeans 
in the US is forecast to fall by 1.3 million 
acres to 73.9 million acres, with harvested 
area forecast to 72.6 million acres. 
Assuming normal growing conditions, yields 
are expected to decline to trend levels of 
40.6 bushels per acre compared to the 
record yields set in 2004-05. 


3 
Production is forecast to fall to 2.95 billion 
bushels for 2004-05, a drop of 190 million 
bushels from the previous year. Supplies 
are projected to rise slightly to 3.36 billion 
bushels as the sharp rise in carry-in stocks 
offsets the decline in output. Demand for 
US soybeans is forecast to grow slowly 
during 2005-06 with exports and crush 
forecast to rise by 50 and 40 million 
bushels, respectively. 


Carry-out stocks are projected to rise to 425 
million bushels and the average US 
farmgate soybean price is forecast to fall by 
US$0.90 a bushel to US$4.50 a bushel. 
Factors to watch include the impact of the 
Asian rust fungus, which can overwinter on 
the kudzu plant which is common across the 
southern US, the value of the US dollar and 
ocean freight rates. 


Brazil 

For 2005-06, the area seeded to soybeans 
is expected to rise marginally as the pace of 
expansion slows down under pressure from 
lower prices, higher fertilizer costs and 
higher ocean freight rates. Total soybean 
production is forecast to rise to about 66 Mt, 
assuming normal growing conditions and 
minimal impact from Asian Rust. Total 
supplies are forecast to rise to a record 87 
Mt due to sharply higher carry-in stocks. 
Soybean exports are forecast to rise to 26 
Mt while domestic crush rises to about 32 
Mt. Carry-out stocks are projected to remain 
burdensome. 


Argentina 

The area seeded to soybeans is forecast to 
remain stable in 2005-06 under pressure 
from lower prices, implying a production of 
38 Mt. Supplies are projected to rise to 55 
Mt on support from sharply higher carry-in 
stocks. Soybean exports are forecast to rise 
to 9 Mt while the domestic crush rises 
slightly to 27 Mt. Carry-out stocks are 
forecast to rise to a record 19 Mt. 


Chinese imports to rise 

Soybean area is forecast to decline 
marginally for 2005-06 because of limited 
land area and domestic support for 
competing crops. Assuming trend yields, 
soybean production is forecast to decline 
slightly. Soybean imports are projected to 
rise to about 25 Mt for 2005-06. 


Record supplies in Canada 

The area seeded to soybeans is forecast to 
decrease marginally. Production is forecast 
to fall marginally as the return to trend yields 
more than offsets a rise in harvested area. 
Record large soybean supplies are forecast 
as large carry-in stocks more than offset the 
expected drop in output. Total domestic 
usage is forecast to rise to a record high of 
around 2.4 Mt for 2005-06 because of 
higher crushing volumes. Exports are 
projected to remain at 1.0 Mt, on support 
from shipments of identity preserved, edible 
soybeans into the human food market. 


Carry-out stocks are forecast to remain 
burdensome. 


The average price for Canadian soybeans, 
in-store Chatham, is forecast to decline to a 
range of C$200-240 a tonne under pressure 
from lower US prices. 


Soybean market expands over the 
medium term. 

By 2014-15, world soybean production is 
forecast to rise by 18% to 273 Mt with Brazil 
expected to overtake the US as the world’s 
largest producer by 2010-11, according to 
the US based Food and Agricultual Policy 
Research Institute. By 2014-15, Brazil is 
expected to produce 35% of the world’s 
soybeans while the US produces 30%. 
World soybean production is expected to 
become more concentrated with the US, 
Brazil and Argentina accounting for 85 % of 
the total world output. 


Growth in world soybeans usage is driven 
by Chinese demand as that country 
overtakes the US as the world’s largest 
consumer by 2012-13. By 2014-15, China is 
expected to consume 22%, of the world’s 
soybeans versus 18% currently. 
Consumption is expected to grow in Brazil 
and Argentina but the importance of the EU- 
25 is expected to decline because of its 
stable meal demand and high crushing cost. 
The utilization of soybeans by the rest of the 
world is forecast to remain stable at 10% of 
total world consumption. 


By 2006-07, Brazil is expected to surpass 
the US as the world’s largest soybean 
exporter and is expected to account for one- 
half of the world shipments by 2014-15. 
Further expansion of frontier lands, 
conversion of pastures, improved yields and 
an improved transportation infrastructure is 
projected to support the soybean industry, 
which is projected to reach 95 Mt by 2014. 
Exports are expected to grow to 45 Mt by 
2014-15, as the expansion of the crushing 
industry fails to keep pace with rising output. 
Crush capacity is projected to rise to about 
50 Mt over the next ten years. 


In Argentina, soybean area is forecast to 
rise by 29% over the medium term which 
combined with yield improvements is 
expected to result in a 36% rise in output. 
The domestic processing sector is expected 
to grow at the same pace, with most of the 
soy-products destined for export. 


US market share is projected to decline 
from 44% currently to 28% by 2014-15. The 
area seeded to soybeans is projected to 
remain stable, while production rises slightly 
due to increasing yields. Domestic crush is 
projected to rise at about the same rate as 
production. Exports are projected to remain 
stable at 25 Mt 


By 2014-15, Chinese import demand is 
forecast to grow and account for almost 
one-half of the world’s imports of soybeans. 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to 
Agriculture and Agri-Food Canada, Ontario Soybean Growers 
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At the same time, Chinese soybean area is 
projected to decline by 8% with improved 
yields supporting a marginal rise in output. 
Driven by strong oil demand, soybean crush 
is projected to grow by about 6% annually 
over the medium term, reaching 48 Mt, 
while food use rises to slightly under 5 Mt 
annually. 


Canadian soybean production is projected 
to rise to slightly over 3.0 Mt because of a 
stable seeded area and higher yields 
following the expected release of improved 
varieties. Canada is expected to remain 
competitive due to rising demand for 
soybeans in the crush, edible-food and 
biodiesel markets. 


A number of organizations are coordinating 
efforts on market development for Canadian 
soybeans. The Canadian Soybean Export 
Association is a volunteer association of 
members of the Canadian soybean industry 
working to promote the export of soybeans 
and products into world markets. In the 
future, more of this work maybe assumed by 
the Canadian International Grains Institute. 
This work is further supported through 
breeding and agronomy efforts to develop 
premium, food-grade, identity-preserved, 
soybeans to meet specific consumer needs. 
Soyfoods Canada is focused on expanding 
growth in domestic soybean consumption 
for products such as soy-milk. The 
BioDiesel Association of Canada is 
investigating increased use of biodiesel in 
mass transit, marine and environmentally 
sensitive areas such as mines. The 
Vegetable Oil Industry Coalition is playing a 
major role in reducing interprovincial trade 
barriers as well as Trans-Fat issues. 


Over the medium term, the factors to watch 
in the soybean market are: (1) the 2007 US 
farm bill, with early reports indicating a 
scaling back in support payments and 
possibly replacing the marketing loan rates 
with countercyclical payments, (2) the 
impact of Asian rust on US and South 
American soybean production, (3) the trans- 


fat issue, which may lead to reduced usage 
of hydrogenated oil, (4) the rate of 
expansion in South American soybean area, 
(5) the growth in Chinese import demand as 
the result of rising vegetable oil and meat 
consumption and (6) rising fuel prices and 
freight rates which increase the transport 
cost of soybeans and reduce South 
America’s competitiveness into the Asian 
market. 


For more information contact : 
Chris Beckman, Oilseeds Analyst 
Phone: (204) 984-4929 


E-mail: beckmac@agr.qc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada’s survey of seeding intentions for 2005 indicates that Canadian farmers plan to increase their 
areas of durum wheat, flaxseed, oats and summerfallow, leave their areas of barley, soybeans relatively unchanged, 


while seeding less non-durum wheat, rye, 
that total production of grains and oilseeds in C 
10-year average of 59 Mt. In western Canada, 
due to reduced seeded area and expectations of lower yields compared to 
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corn and canola. Agriculture and Agri-Food Canada (AAFC) forecasts 

anada will decline by 5%, to 61 million tonnes (Mt), just above the 
production is forecast to decrease by 5%, to 46 Mt. The decline is 

the above-normal levels achieved for 


most crops in 2004. Normal abandonment, trend yields and normal crop quality have been assumed for both 
western and eastern Canada. Soil moisture reserves are generally good in western Canada. Total exports of 


grains and oilseeds are forecast to increase by 
for all grains and oilseeds will remain pressure 


8% due to increased supplies and better quality. Canadian prices 
d by lower world prices and the relatively strong Canadian dollar. 


Factors to watch are: Chinese import demand, South American growing conditions, EU grain export subsidy 
levels, the US winter wheat condition, ocean freight rates and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is forecast 
to fall by 10%, with a smaller seeded 
area and lower yields partly offset by 
reduced abandonment. Carry-in 
stocks are expected to rise by almost 
20%, however, due to the low quality 
of the 2004-05 crop, and will be 
largely of low quality wheat so that 
supply falls by only 5%. Exports are 
forecast to increase by 0.6 Mt due to 
increased supplies of high quality 
wheat. Wheat feeding is expected to 
be at an historically high level, due to 
the large carry-in stocks of feed 
wheat. Carry-out stocks are expected 
to fall by more than 15%. The CWB 
Pool Return Outlook (PRO) for high 
quality wheat is lower than 2004-05, 
due to expected higher supplies, with 
returns for lower quality wheat 
expected to be relatively unchanged. 


DURUM 

Production is forecast to decline 
slightly, with a return to lower trend 
yields more than offsetting the larger 
area, but high carry-in stocks will 
result in over 10% greater supplies. 
The increased stocks are due to the 
reduced supplies of top-quality 
durum and weak export demand as a 
result of large crops in North Africa 
and the EU in 2004-05. Exports are 
expected to increase by 16% due to 
increased supplies of good quality 
durum and reduced production in the 
EU. Carry-out stocks are projected 
to increase to a record 3.0 Mt. The 
CWB PRO for 2005-06 is down, 
largely due to increased supplies in 
North America. 


BARLEY 

Production is forecast to decline by 
about 0.5 Mt, but supply is expected 
to rise due to higher carry-in stocks 
which resulted fom the large 
production of low-quality barley in 
2004-05. Exports are expected to 
increase by nearly 20% as the supply 


of malting quality barley increases. 
Carry-out stocks are expected to 
remain high historically and the off- 
Board feed barley price is forecast to 
be similar to 2004-05. Malting barley 
prices will be pressured by higher 
world production, with the CWB PRO 
for Special Select 2-row malting barley 
down by $7/t from 2004-05 at $173/t. 


OATS 

Production is forecast to rise by 18% 
due to increased seeded area and 
reduced abandonment. Carry-in stocks 
are forecast to be higher, due to 
reduced exports in 2004-05 related to 
the poor quality of the crop. Asa 
result, total supply is expected to rise 
by 22%. Exports are forecast to rise by 
0.3 Mt due to increased supplies, 
improved crop quality and stronger US 
demand. Carry-out stocks are expected 
to reach the highest level since 1978- 
79. Therefore, oat prices are forecast to 
decline, with a smaller premium for 
milling oats. 


CORN 

Production is expected to decrease 
slightly due to lower yields, although 
harvested area is expected to rise due to 
lower abandonment. Imports are 
forecast to increase, following lower 
corn production in eastern Canada and 
lower feed wheat and barley production 
in western Canada. Food and industrial 
use is forecast to rise marginally due to 
increased ethanol production. Prices 
are expected to remain pressured by 
low US prices and the strong Canadian 
dollar. 


CANOLA 

Production is forecast to decrease by 
about 1.0 Mt to 6.7 Mt because of 
lower seeded area and yields. Carry-in 
stocks are expected to rise sharply, to 
1.4 Mt, the 2"! highest on record, as 
domestic crush and exports for 2004-05 
remain pressured by sharply higher 
world oilseed supplies. Supplies are 


expected to remain historically high. 
Exports are forecast to remain stable 
while domestic crush declines slightly. 
Carry-out stocks are projected to drop 
but remain burdensome. Prices are 
projected to decline marginally due to 
lower world soybean and soyoil prices. 


FLAXSEED (excluding solin) 
Production is expected to nearly double, 
to the highest level since 1998-99, 
because of the sharp rise in seeded area 
and yields. The rise in supplies is 
expected to be moderated by the tight 
carry-in stocks, as exports to the EU in 
2004-05 remain strong despite sharply 
higher prices. Exports and total domestic 
use are forecast to rise. Carry-out stocks 
are forecast to triple to near-record levels 
pressuring prices to historically more 
normal levels. 


SOYBEANS 

Production is forecast to decline 
marginally, as lower yields are more 
than offset by the rise in harvested area. 
Record carry-in stocks are expected 
because of high imports and the slower 
crush pace in 2004-05. Record large 
supplies are projected. Exports are 
forecast to remain stable, while domestic 
crush increases to historically normal 
levels. Carry-out stocks are expected to 
remain burdensome. The price of 
soybeans is forecast to fall due to lower 
US and South American soybean prices. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox...(204) 983-8465 
| JET) epee errs lennoxg@agr.gc.ca 

Coarse Grains...Joe Wang ......... 983-8461 
E-mail .......cccscesseoesssoes wangjz@agr.gc.ca 

Oilseeds....Chris Beckman........... 984-4929 


Fred Oleson, Chief ..............000000+ 983-0807 
Bim alll .2...<cccessossenneseses olesonf@agr.gc.ca 
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Grain and Area Imports Total Exports Food and Feed; Total Dom- Carry-out Average 

Crop Seeded Harvested Yield Production  (b) Supply (c) Ind. Use (e) & Dockage estic Use (d) Stocks Price (f) 
(Q)> eeeces 000 ha------ tae Wiehe ioe Bin aig wire oe wine thousand metric tonnes- - - - - - ------------------ Sit 

Durum 

2003-2004 2,483 2,459 1:74 4,280 1 5,900 3,427 252 220 684 1,788 224.2 1 

2004-2005f 2,230 02 1a 1232 4,962 | 6,751 3,100 255 476 951 2,700 200 : 

2005-2006f 254 2,500.2 2.08 4,790 1 7,491 3,600 260 411 891 3,000 188 

Wheat Except Durum 

2003-2004 8,179 8,009 = 2.41 19,272 16 23,395 12:300, 2775 S222 6,804 4,292 206.03 

2004-200S5f 8,170 Upload wa2th 20,898 10 25,200 11,700 2,770 4,800 8,300 5,100 187 i 

2005-2006f 7,860 T9392. 18,750 10 23,860 12,400 2,800 3,640 7,260 4,200 183 

ALL WHEAT 

2003-2004 10,662 10,467 2.25 Zasco2 18 29,295 155727 3,027 3,442 7,488 6,080 

2004-2005f 10,399 9,862 2.62 25,860 bt 31,952 14,900 3,025 5,276 95252 7,800 

2005-2006f = 10,213 O 305 eS 23,540 11 Sheed 16,000 3,060 4,051 8,151 7,200 

Barley 

2003-2004 5,046 4,446 2.77 12,328 36 13,838 2,445 298 8,574 9,286 2,108 135.80 

2004-2005f 4678 4,050 3.26 13,186 50 15,344 2,100 300 9,339 10,044 3,200 100-120 

2005-2006f 4,700 4,215 3.00 12,660 30 15,890 2,500 380 9,505 10,290 3,100 100-120 

Corn 

2003-2004 1,265 1,226.5 7-82 O5S1e 25107, 12,804 342 ~=—.2,415 8,892 11,319 1,143 137.18 

2004-2005f 1,185 1,072 8.24 8,836 2,100 12,078 F507 525650 8,263 10,928 1,000 90-110 

2005-2006f 1,144 1,120 7.66 8,580 2,400 11,980 P50 ee 2700 8,315 11,030 800 90-110 

Oats 

2003-2004 DESH L375. 2:34 3,691 19 4,234 ite ysy/ 140 1,569 1,876 800 136.65 

2004-2005f 1,995 13155 52:80 3,683 20 4,504 1,500 150 1563 1,904 1,100 120-140 

2005-2006f 2292 L710 5255 4,360 15 5,475 1,800 170 1,905 25215 1,400 105-115 

Rye 

2003-2004 246 L475 222 327 0 3a7 171 47 70 135 50 104.44 

2004-2005f 284 1653253 418 1 469 250 48 99 164 aye) 65-85 

2005-2006f 228 145 2.14 310 1 366 150 48 101 166 50 65-85 

Mixed Grains 

2003-2004 241 efor © ee 384 0 384 0 0 384 384 0 

2004-2005f 233 LUI 2.87 318 0 318 0 0 318 318 0 

2005-2006f 249 145 2.83 410 0 410 0 0 410 410 0 

TOTAL COARSE GRAINS 

2003-2004 9,070 DSL oe SOU 26.317. 216) 31,617 4,516 2,900 19,489 23,001 4,101 

2004-2005f 8,374 Opa 94 26,441 2,171 32,713 4,000 3,148 19,586 23,358 3,355 

2005-2006f 8,612 15502 73259 26,320 2,446 34,121 4,600 3,298 20,236 24,171 5,350 


__ eee :::OCOo ae eee 


Canola 

2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390! 110 3,542 612 387.04 
2004-2005f 5,319 4,938 MSZ 7,728 150 8,490 3,400 3,200! 420 3,665 1,425 285-325 
2005-2006f 4,886 4,767 1.41 C2] 25a 200 8,350 3,400 3,100! 55) 3,700 1,250 280-320 
Flaxseed 

2003-2004 745 728 1.04 754 pHs 905 609 n/a n/a 199 97 382.13 
2004-2005f 728 528 = 0.98 S17 35 649 455 n/a n/a 144 50 525-575 
2005-2006f 868 846 oA 1,025 20 1 095 700 n/a n/a 245 150 320-360 
Soybeans 

2003-2004 1,051 L047 4a 247 2,268 587 3,000 913 ~—- 1,500! 319 1,947 140 395.04 
2004-2005f 1,229 L785 2259 3,048 400 3,588 1,000 1,450! 488 2,063 525 225-265 
2005-2006f 13235 1,211 247 2,990 250 3,765 1,000 ‘1,750! 505 2,365 400 200-240 
TOTAL OILSEEDS 

2003-2004 6,531 6,464 L352 9,794 852 11,813 5.276 n/a n/a 5,688 849 

2004-2005f rie ig 6,643 1.70 1129340 2585 12,727 4,855 n/a n/a 5,873 2,000 

2005-2006f 6,979 6,823 L537 10,740 470 13,210 5,100 n/a n/a 6,310 1,800 

TOTAL GRAINS AND OILSEEDS 

2003-2004 26,263 24,461 2.44 59,663 3,030 T2425 25,518 n/a n/a 36,177 11,030 

2004-2005f 26,050 23,219 2.74 65005582) 07 77,392 ZIFoD n/a n/a 38,482 15,155 

2005-2006f 25,805 24,053 L52 60,600 2,927 78,682 25,700 n/a n/a 38,632 14,350 


a) August - July crop year except corn and soybeans which are September - August. 
Excludes imports of products. 
c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 
d) Total = F&I + FWD + Seed Use 
e) Industrial use excludes flaxseed due to data confidentiality. 


Crop year average pees No.1 CWRS 11.5% po and No.l CWAD 11.5% (CWB final Puce I/S St. Lawrence/Vancouver), 


Barley (No. 1 feed, WCE, cash, I/S Lethbridge : 
Bye (No.2 Canada, Elevator bids at select western delivery pon Canola (No. 1 Canada, 
Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S C atham). 


* CWB Pool Return Outlook (PRO) - March 2005 

Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada -April 25, 2005 
Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 


CE, cash, I/S Vancouver); 


Corn (No.2 CE, cash, I/S Chatham), Oats Ve No. 2 Heavy, CBoT nearby futures); 


Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 6%, from 2004-05, as increases for 
lentils, dry beans, sunflower seed and chickpeas are more than offset by decreases for dry peas, mustard seed and canary seed. 
Statistics Canada’s (STC) seeding intentions survey, conducted during March 14-31 and released on April 21, provided estimates 
for most pulse and special crops by province, but in some cases the area seeded has been forecast by AAFC. The actual seeded 
areas may differ from the intentions due to changes in the market outlook and expected prices, producer reaction to the STC 
seeding intentions report and soil moisture conditions at the time of seeding. To date, only a small amount of seeding has been 
completed. It is assumed that precipitation will be normal for the seeding, growing and harvest periods. Trend yields are 
assumed for both western and eastern Canada, as soil moisture reserves are generally normal. It has been assumed that the 
abandonment rate and average quality will be normal. 
Total production in Canada is forecast to decrease by 12%, from 2004-05, to 4.63 million tonnes (Mt). Total supply is expected to 
decrease only slightly to 5.74 Mt as higher carry-in stocks offset most of the decrease in production. Exports are forecast to 
increase moderately due to stronger demand, while domestic use is expected to be similar to 2004-05 because higher average 
quality reduces dockage and non-traditional use. Carry-out stocks are expected to decrease. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas, mustard seed and canary seed, decrease for lentils, dry beans and 
sunflower seed, and be the same for dry peas and buckwheat. However, prices are expected to be sensitive to any production 
problems. The main factor to watch will be precipitation during the spring, summer and fall in Canada. Other factors to watch 
are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 
conditions in major producing regions, especially United States, European Union, Turkey, India and Australia. 


DRY PEAS 

For 2005-06, production and supply are 
forecast to decrease due a 2% fall in seeded 
area and lower trend yields. Production is 
expected to decrease for yellow, green and 
other types. World supply is expected to 
decrease marginally to 12.7 Mt and use is 
forecast to increase slightly, resulting in 
lower carry-out stocks. Canadian exports 
are expected to decrease slightly due to 
increased competition from the US, where 
production is forecast to rise sharply, but 
domestic use is forecast to increase due to 
stronger demand in the feed sector. Carry- 
out stocks are forecast to decrease, with a 
s/u of 12%. The average price, over all 
types, grades and markets, is forecast to be 
the same as in 2004-05, in line with the 
relatively stable world supply. 


LENTILS 

For 2005-06, production is forecast to 
decrease, as a 4% rise in seeded area is more 
than offset by lower trend yields. 
Production is forecast to decrease for large, 
medium and small green types, but remain 
stable for the red type. Supply is expected 
to increase as higher carry-in stocks more 
than offset the fall in production. World 
supply is forecast to increase by 5% to 4.1 
Mt due to higher carry-in stocks. Although 
world use is expected to increase, carry-out 
stocks are forecast to rise. Although 
Canadian exports are expected to increase 
due to higher demand, carry-out stocks are 
forecast to rise, with a s/u of 29%. The 
average price, over all types and grades, is 
forecast to decrease slightly from 2004-05, 
as pressure from higher world supply is 
mostly offset by higher average quality. 


DRY BEANS 

For 2005-06, production and supply are 
forecast to increase, due to an 18% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for all classes, including white pea, 


pinto, black, dark and light red kidney, 
cranberry, Great Northern, small red and 
pink. In the US, production is forecast to 
increase by 37% to 1.07 Mt, while supply 
increases by only 10% to 1.15 Mt due to 
lower carry-in stocks. Canadian exports are 
forecast to increase due to higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 5%. The average price, over 
all classes and grades, is forecast to decrease 
due to the higher supply. 


CHICKPEAS 

For 2005-06, production is forecast to 
increase, as a 15% higher seeded area and 
lower abandonment more than offset lower 
trend yields. Production is expected to 
increase mainly for the large kabuli type, 
with only minor increases for the small 
kabuli and desi types. Supply is forecast to 
decrease, due to lower carry-in stocks. 
World supply is expected to decrease 
marginally to 8.8 Mt. Canadian exports are 
forecast to remain stable, while carry-out 
stocks remain at a low level. The average 
price, over all types, grades and sizes, is 
forecast to increase due to higher average 


quality. 


MUSTARD SEED 

For 2005-06, production and supply are 
forecast to decrease because of a 26% fall in 
seeded area and lower trend yields. 
Production is expected to decrease for all 
types, yellow, brown and oriental. Exports 
are forecast to rise due to higher demand and 
carry-out stocks are forecast to decrease, 
with a s/u ratio of 57%. The average price, 
over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2005-06, production is forecast to 
decrease due to a 50% fall in seeded area. 
World supply is forecast to decrease by 14% 
to 350,000 t. Canadian exports are expected 
to increase due to higher demand and carry- 
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out stocks are forecast to decrease, with a 
s/u ratio of 35%. The average price is 
forecast to increase slightly because of the 
lower supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
forecast to increase due to a 36% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for both types, confectionery and 
oilseed. US supply is forecast to increase by 
30% to 1.43 Mt. World supply is expected 
to increase marginally to 27.1 Mt. Canadian 
exports and domestic use are forecast to 
increase because of the higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 12%. The average price, over 
both types and all grades, is forecast to 
decrease because of the higher supply in US 
and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production and 
supply are forecast to increase, with a stable 
seeded area, lower abandonment and higher 
trend yields. Exports are forecast to increase 
and carry-out stocks are expected to be very 
low. The average price is forecast to be the 
same as in 2004-05, as support from lower 
world supply is offset by higher Canadian 


supply. 


FURTHER INFORMATION: 

Stan Skrypet ............ccccsee (204) 983-8972 
eet aly vocscccercoscsenens skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
Frei secccesrancescoczsciseess olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION April 25, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) | Domestic Use (d) Stocks Price (€) 
000 ha Way ssetenea se eos eae sees thousand metric tonnes - - - - --------------- Sit 

Dry Peas 
2001-2002 1,344 1,285 157 ZO2e Pa 2,245 1,381 589 275 190 
2002-2003 PALE 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 12h 1.67 2,124 24 2,458 1.317 936 205 175 
2004-2005f 1,388 1,345 2.48 3,338 20 3,563 1,950 1,063 550 115-145 
2005-2006f 1262 1,330 2.10 2,790 20 3,360 1,900 1,110 350 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 vA 1,006 540 316 150 295-325 
2005-2006f 810 785 1.16 910 5 1,065 575 250 240 290-320 
Dry Beans 
2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 The 70 445 
2003-2004 167 167 2.13 356 31 457 344 83 30 495 
2004-2005f 163 126 v5 220 30 280 205 70 5 645-675 
2005-2006f 193 189 1.85 350 30 385 290 Ths) 20 525-555 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005f 47 39 1.31 51 5 76 35 36 5 355-385 
2005-2006f 54 52 eS 60 5 70 35 30 5 390-420 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 171 n/a 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 WE 92 390 
2004-2005f tr 304 1.00 305 2 399 140 84 175 295-325 
2005-2006f 233 226 0.80 180 2 357 150 ath 130 310-340 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 251 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 180 42 145 215-245 
2005-2006f 179 174 0.95 165 0 310 185 45 80 225-255 
Sunflower Seed 
2001-2002 73 67 1:55 104 29 179 92 65 22 355 
2002-2003 100 95 1:65 {here 21 200 105 60 he) 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 475-505 
2005-2006f 119 112 1.47 165 1 185 90 5 20 385-415 
Buckwheat 
2001-2002 16 14 1.14 16 1 Le 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 3 fea 10 1 14 5 i 2 355 
2004-2005f 9 7 0.71 5 1 8 2 6 0 340-370 
2005-2006f 9 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops(c.) 
2001-2002 a et 2,993 jes 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 1,230 613 
2003-2004 2,797 2.402 135 3,680 81 4,374 2,495 1,400 479 
2004-2005f g150 2,948 1.78 5,234 90 5,803 3,092 1,676 1,035 
2005-2006f 2,959 2,877 1.61 4,629 78 5,742 3,229 1,668 845 


(a) August-July crop year. 

(b) Excludes products. 

(c.) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, April 25, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES May 2, 2005 


PRAIRIE GRAINS 
This week Last week Month ago Year ago 
Selected Points eee) levee Seat 2-May-05 18-Apr-05 4-Apr-05 3-May-04 
From: Thunder Bay(WCE) (2) 
Bs ye Md ee eed Pe ed Baa ee 
Bet SSE i ns eee nee Se ee ee ee 
ee ete Pee |e Se ers Se See Oatras rth SONA oe SNIAT S TE PUA ee ee ORVA ee 
eS A eee | Se a ay ee Sen Darley Sn. Wet | 199.90 8 | 141220 [ik a 1 OG eT. SS tes | 
Se Ee S| eens a RE a RRR Oat nee ol pe NIA eeNIAS = [Sa IN/Anais ak] Wea NAS | 
PONE ig eo | POE epee rene Pk | MURR Baticy ey 144/31 e145 31 Fe] 4G OT | PEC. Se | 
| RONEN aa A | ARR WIE Oe | OID Ontie eT thle. NASON (a NAP | She INA ees | eee NIA: | 
Bee a ee ee ee a ee ee Be ee Ee 
ES SS OR See Ss NO al |e NAP ENA et NIA Ree NAT | 
ER ee a a ae a A Ce 
a a ae) es ee ee 
ee Le reek | ene Ae ee 9] ree Barley < SS [ 152 30] OF 2154.30 S| or 154 BONIS |e 104 201 = E_ | 
coal eee oe rae ee | Re ere Re ee | Ss Oat Seis |b 8 cNIA Pea NIA. es NIA NA Eo | 
Apes aan a ee NGS) Ne Ee Mite ae) ee Barley ore 18 NAD NAY ar 5| tee NA ee NA oe «| 
ieee Melton? SK Gece asa omnia erway Er eeanr ee | Mos Wheat ure PE ON/At arse NAS a | ar SINAC oe OP eeeN/ASS = ot | 
Pee er a ee ee ee ee ee ee Pe el ee ee 
| ee ad aes en Track 
 Seaee Bayport, ONG S Mesa Pr ay ona eee | tical BNA ee NIA NIAC NARS | 
re SS RS SL ee th | Oat Sees (es WALES | ee NA NA ee [Pe A 
ae er ee ee 
| = Montreals OC 258s aan Oe et Be ae ete a See Wheaten a! [PSO NIA TY |G NIA Ae NAGS ee INA | 
See i ws Sie eee, ee ea Oat NVA | NAS NIA] Be NAS OS | 
Eee a es 
| Moncton NB 2: eae ae Seo an oa a ee Wheat > [os SNIANS 3) SNA oil se SNA S| eA | 
See oe Oe cs a ea ee FORO ate PE a NAS. S| Ho NIA | os TIN/AL et |e NIA S| 
eee ee See ack se ee oe: SN ok [SN Parley ht Bs | Se NAG ENA ot INA ee NIAgmert: | 
| STATO NSS =. ae a | Hae ae ek at Pena Wheat a Eo let NAT eS EP INAS 2 Cl SANIAD ohh ow oY NAGE 6 | 
Se Oe eae | Oe. es FSR Oat AF an [SE ENABLE gy An | 7-7) N/Aneaeae [SNA Ra | 
5 eee eRe Tracks Tuck via Sydneysees | Sai Bareyl oe 20k INIA Waa] Moe NAO 1] mess NIADiI | anoen NIAGE ke | 
per SeStepheriville: NL sesmeyen | fdas Ee oi ae ee | Sees Viicatt as |S NAMES | ee NAY Pee NIA [eee SIA | 
ee Se Se a ah | oe ae ee oh | Domes Caterer eee N/A ales Totes NAT |e ee N/A onan fw Niece -| 
Sa ee ee ed ee 7, 
RE SSE akan OT a2 | ee er es P| Pe Ese Pe ar gr aoe 2 ae Se ees | 
ee See, DOE Oo ee ee ae ee ee. | 
(Corn aaemn one iran ipoasiaeea ay | Hepa Neen Semel Ss | 02-May-05 1|.818-apr-05| Y4-Apr-0s 19-Apr-04 
rom: 20S! Eakeir ort ®s: Sewn: |On Board Vesoelaenein ss mele meeeeann 58104. 16508 | Mend 101.0280)| meno 10174ues |e on177.15 ees | 
Le ee a a ee aa ee ed Pes Pei ee 
From: Chicago (IL) ___—_| Track Ea a a ee ee ee 
Tose ee MotcealcCiC <li mepieate | Uecker ea Pi | Wins es TIN (RY 196/00 7 | a19410=n| a 1sacone ame weIgOCmen | 
From: Chatham,ON __| Track oe SES DST ce Ee a a 
To: Montreal, QC Track a ee Ee eee eee ee 
PT Se De a ee Oe ee ee a RS 
'Soymeal 460 Protein iw [j-7 side eee eRe 6 2a SIL aoe Sas 7 ies ele ee on 
Gene ike ee ee oe i oe See eee ee ee Pee ee 
Tots: é Montreal: OC sami [Tracks spies eos an a UER ae Ee eeuEy | 299. 5000N| 1503, 7600 0 ei es0 Tou ne ns1055 ae | 
BES Ce Ss eI ee a eee a eee eel Gee ae 
ae alenruro, NS ons mine (Track (22 E VES TS ee a ee ee 
| Stephenville, NL_[Track/TruckviaSydney [CEC CS 30.0=sT 87436 ~—T 800.36 ~—S«|SCSC=i 8S 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES April 18, 2005 
This week Last week Month ago Year ago 

From: Thunder Bay(WCE) (2) 
ae SoC be Be ee el 
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eee Ree enna Wagatee |e om Seater ai] NAP (EEE NIAC ee | omen NAS pee RSE NIA Se | 
[ee a ee ee i ee ee 
Moncton, NB 
[GaSe ae aaa vs [AeA Oat ry ee | Sey NAT -8 | eee NIAGARS | WAR N/A Ses ere NIA ete | 
Die wee Le nee Ee es ee ee 
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foie od ee Se ce eee De Es Md 
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Eee ag a ec ae Gee es bed tN 
CES Gi eee ee Be ee ee 
Stephenville, NL 
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(ee ee eer ed ee a ee ee 
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Stephenville, NL eee Aa eee a | Pe Wheat eats | NA Mee NAS S| ee nN Ar 
Po eer tee Sh se Cat Eas SRS NIA ee DERE N ADs] SERNA are 
fe Sa eee al Pee Batleye Se [et ONIAS Es NA Ra] Oe SERNA Gee 
ate OT si 
Selected Points Pare ey a This week Last week Last week Year ago 
Corn Pee 18-Apr-05 | 4-Apr-05 21-Mar-05 19-Apr-04 
rom: US Lake Port On Board Vessel panna out | iat fe eee 101.62 | er 10162 eet OO 62min 169 G4 | 
To;) SMonireal QC as (1) | In-etore osname aan | ee ee eS | 8120 Oc ren | MR 20 SG Mt 16 Comme | Mien i00.6 meen | 
From: Chicagoi(it)ssmseenasy| Track yak me fee ee ae) es 105) 24 ane 0512 | eG 04 een | Coa seein | 
Tor Montreal OC "ease | Track nm ee re | en there] 140s enn 940k Ce ee 104 OO NEEIEN) REMIEE COLD ama 
From: Chatham,ON __| Track ae ay i eo ek oe ee ee ee ele 
To: Montreal, QC Track aa a a ed Es ne eee a 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchan 
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MUSTARD SEED: SITUATION AND OUTLOOK 


Canada is the dominant exporter and it is normally the second largest producer of mustard seed in the world. 
The value of Canadian mustard seed exports averaged about $80 million during the past five years. For 2005- 
2006, Canadian seeded area, production and supply are expected to decrease significantly from 2004-2005 for all 
types of mustard seed, yellow, brown and oriental, however, exports and average prices are expected to 
increase. This issue of the Bi-weekly Bulletin examines the situation and outlook for mustard seed. 


WORLD 


Production and Trade 

India produces the bulk of world 
mustard seed. However production 
data for India, as well as two other 
significant producers, Pakistan and 
Bangladesh, is not available since 
these countries combine the production 
data for mustard seed and rapeseed. 
Unofficial estimates for mustard seed 
production in these countries are about 
2.5 million tonnes (Mt) for India and 
about 150,000 tonnes (t) each for 
Pakistan and Bangladesh. Mustard 
seed produced in India, Pakistan and 
Bangladesh, as well as in most other 
Asian countries, is mainly crushed for 
oil. Excluding these three countries, 
mustard seed production has been 
variable, but with a slight upward trend 
during the past ten years. 


Mustard seed exports have also been 
variable, but with a slight upward trend, 
peaking at 294,000 t in 2003, the latest 
year for which world trade statistics are 
available. Canada dominates world 
mustard seed exports, accounting for 
about 65% of total world exports if re- 
exports are excluded. The only other 
significant exporters are Russia, 
Ukraine, the Czech Republic and 
Hungary. Exports from Germany, 
Netherlands and Belgium are re- 
exports of imported seed. The top five 
importing countries, Bangladesh, the 
United States (US), Germany, France 
and Netherlands, account for about 
70% of world imports. 


CANADA 


Production 
The three types of mustard seed 


produced in Canada are yellow 
(Sinapis alba), brown, and oriental 
(both Brassica juncea). Mustard seed 
can be grown on most soil types, but is 
best adapted to the brown and dark 
brown soils. Soils prone to crusting 
and dry, sandy soils are not 
recommended. All mustard seed types 
tolerate drought conditions better than 
canola. Mustard seed fits well ina 
rotation with cereal grains. Yellow 
mustard seed requires 90-92 days to 
mature, brown 85 days and oriental 86- 
88 days. Seedlings are quite tolerant 
of frost. Therefore, early seeding is 
recommended to avoid flowering during 
the hottest part of the summer, thereby 
improving yields. The Canadian 
mustard seed harvest 


mustard seed production with 82% of 
the production in 2004-2005, followed 
by Alberta at 17% and Manitoba at 1%. 


Production by type varies from year to 
year depending on price prospects for 
each type of mustard seed. The yields 
of brown and yellow mustard seed are 
about 5% and 20% lower than oriental, 
respectively. Since the costs of 
production are similar for all types, 
prices for brown mustard seed have to 
be about 5% higher and for yellow 
mustard seed about 25% higher 
compared to oriental mustard seed to 
encourage production of the brown and 
yellow types rather than the oriental 


type. 


normally occurs from 
mid-August to late 
September. 


Canadian mustard seed 
production has been 
variable during the past 
10 years, ranging from a 
low of 105,000 t in 
2001-2002 to a high of 
306,000 t in 1999-2000. 
For 2001-2002, 2002- 
2003 and 2003-2004, 
average yields were 
lower than normal and 
abandonment rates 
were higher than normal 
due to drought and 
other weather related 
problems in most 
growing areas. 
Production recovered in 
2004-2005 due to higher 
seeded area and higher 
yields. Saskatchewan 
dominates Canadian 


World Mustard Seed Production 
2001- 2002- 2003- 
2002 2003 2004 


2004- 
2005 


Harvested Area 
(000 ha) 558 Tues 
Average Yields 
(t/ha) : 0.65 0.68 


1,024 1,020 


Canada* 

Nepal 

Czech Republic 

Russia 

Ukraine 

Myanmar 

USA ** 

China 

Romania 

Slovakia 

Germany 

Other vé v2 9 
Total World 371 502 693 


2005- 
2006f 


925 


Note: India, Pakistan and Bangladesh are important producers, 


but mustard seed production data for these countries is not 


available as it is combined with rapeseed production data. 


Source: FAO, except *Statistics Canada, **USDA - May 2005 


f: AAFC forecast, May 2005 


The quality of the 2004-2005 crop was 
lower than normal. According to a 
Survey conducted by Saskatchewan 
Agriculture and Food, about 45% of the 
mustard seed in that province graded 1 
Canada (normally 78%), 28% graded 2 
Canada (16%), 12% graded 3 Canada 
(4%) and 15% graded 4 Canada and 
Sample (2%). 


Uses 

Mustard seed is a nutritious food 
ingredient. Its high protein content of 
28-36% is of particular interest when 
used in processed meats. The volatile 
oil in mustard seed inhibits growth of 
certain yeasts, molds and bacteria, 
which enables mustard seed to function 
as a natural preservative and extends 
the shelf life of finished foods. 


Yellow mustard seed is suitable for a 
wide range of applications, including 
dry milling for flour, wet milling for 
mustard pastes, and whole ground 
seed for spice mixes, meat processing 
and other food products. It is the type 
of mustard seed used for processing 
into the familiar North American hot 
dog mustard, which uses the whole 
seed for a milder product. In processed 
meats, it is used as a binder and a 
protein extender, and to enhance the 
flavour. It is also used in mayonnaise 
and salad dressings. Dry milled flour is 
used for condiments and as an 
ingredient in compounded products. 
The extracted seed hulls are used for 
thickening and stabilization in mustard 
and other prepared foods. Mucilage is 
a gummy substance found in the seed 
coat of yellow mustard seed. It 
absorbs water, keeps meat dry andisa 
binding and thickening agent in meat 
and soup. Since there are several 
varieties of yellow mustard seed grown 
in Canada, there is a range of mucilage 
contents available, allowing processors 
to blend varieties to reach a standard 
viscosity. Yellow mustard seed can 
also be ground for use as an ingredient 
for the prepared meat industry, where it 
contributes to total protein. As well, the 
gelling of the mucilage increases water 
absorption into the product, which 
provides enhanced economy and 
improved efficiency in the smooth 
molding of shaped products. Heat 
inactivated (spice heat removed) whole 
ground seed is used as an ingredient in 
many food products providing colour, 
flavour, viscosity and emulsification. 
The oil content of yellow mustard seed 
is about 27%. 


Brown mustard seed is ground into 
flour which is used to produce a hot 


mustard used in European products. 
The flour is also used in mayonnaise, 
salad dressing and sauces. The oil 
content of brown mustard seed is about 
36%. The fixed oil content of Canadian 
brown mustard seed gives no 
separation problems and the volatile oil 
content has long been the standard in 
formulations. Fixed oil is the oil 
obtained in crushing the seed, whereas 
volatile oil is a breakdown product from 
glucosinolates. Volatile oil gives 
mustard the spicy taste. 


Canadian oriental mustard seed 
varieties have been bred for specific 
levels of oil and volatility to meet 
alternative market requirements. High 
volatility, high oil content oriental 
mustard seed varieties are suitable for 
the oilseed demand in the Indian sub- 
continent, while low volatility, low oil 
content mustard seed varieties are 
Suitable for dry milling purposes. 
Stronger flavoured oriental mustard 
seed varieties are also available if the 
miller or processor requires it. The 
average oil content of oriental mustard 
seed is about 39%. 


Marketing 

All of the mustard seed 
produced in Canada is 
sold on the open market 
to dealers. There are 
about twenty dealers 
across the Prairie 
provinces who buy, 
clean, and ship mustard 
seed to domestic and 
export markets. 
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Canada** 
Russia 
Ukraine 


Germany* 


India 


H 
Mustard seed is shipped ete 


both bulk and in 
containers, depending 
on the volume shipped 
and the destination. 
Deliveries to domestic 
and US customers are 
in bulk in trucks or in 
containers which are 
Carried by trucks or 
trains. Some mustard 
seed is grown under 
production contracts, 
which guarantee a price 
for part of the 
production, and the rest 
is sold on the spot 
market. 


Belgium* 
Romania 
Other 
Total 


Germany 
France 


Belgium 
Japan 
Nepal 
Austria 
Poland 
Other 
Total 


The Canadian Special 
Crops Association 
(CSCA) 
(www.specialcrops.mb. 
Ca) establishes trade 
rules for domestic trade 


Vorid: Mustard : 
alendar Year 


Czech Republic 23 34 AZ 18 24 


Netherlands* 


United States 


* re-exports 
Bangladesh 
United States 


Netherlands 


Source: FAO - May 2005 
The difference between imports and exports is partly 
attributed to the timing of delivery. 


2 
and serves as a forum for exporters, 
dealers and brokers involved in the 
industry of trading Canada’s pulse and 
special crops, including mustard seed. 
The CSCA’s website includes a section 
where buyers can submit a request for 
prices. 


The Canadian Grain Commission 
(CGC) administers quality control 
standards for mustard seed. There are 
four grades for each type of mustard 
seed. In addition, mustard seed can be 
graded “Sample” if it does not meet the 
specifications for any of the four 
grades. Top grades of mustard seed 
are obtained when seeds are well 
matured, have good colour with 
minimal damage, and are free of seeds 
from volunteer canola plants and 
weeds such as cow cockle. For further 
information, or to access the Official 
Grain Grading Guide, please visit the 
CGC website: 
(www.grainscanada.gc.ca) 


Domestic Use 

Canadian domestic use, which includes 
food, seed, dockage and waste, 
accounts for about 25% of the total 
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use. There is some processing of 
mustard seed in Canada, concentrating 
on milling seed for its flour and for 
condiments. Most of the mustard seed 
processed in Canada is the yellow 
type; however some brown and oriental 
types are also milled mainly to be 
blended with yellow mustard flour for 
customers who want a spicier product. 
Statistics on domestic use are not 
available. Therefore, domestic use is 
calculated as a residual after deducting 
exports and carry-out stocks from total 
supply. 


Exports 

Canadian mustard seed exports are 
mainly in the bulk, unprocessed form. 
Europe (mainly Belgium, Netherlands, 
Germany, France and United 
Kingdom), Asia (mainly Bangladesh, 
India, Japan, Thailand and South 
Korea), and the US account for the 
majority of the exports. Europe imports 
mainly brown mustard seed, Asia 
mainly oriental and the US mainly 
yellow. 


For 2004-2005, Canadian exports are 
expected to increase from 2003-2004 
due to higher total supply. 


In addition to seed exports, some of the 
mustard seed flour produced in Canada 
is exported to the US and other 
markets. 


Prices 

Canadian prices are determined on an 
export basis because Canada exports 
about 75% of its production. Therefore, 
they are highly sensitive to the value of 
the Canadian dollar in foreign markets. 
Prices of the yellow type are usually 
higher than for the brown and oriental 
types. However, since yields of the 
yellow type are usually lower, earnings 
per hectare tend to be similar for all 
three types over the long-term. Since 
there is no futures market for mustard 
seed, prices are negotiated directly 
between the producer, dealer, and 
customer based on supply and demand 
factors for each type of mustard seed. 
The prices negotiated could be for 
immediate delivery or for delivery at 
some future date. 


For 2004-2005, prices for No.1 grade of 
all types of mustard seed are expected 
to average lower than in 2003-2004, 
because of higher supply. 


OUTLOOK 


World: 2005-2006 
World mustard seed production 


(excluding India, Pakistan, and 
Bangladesh) is forecast to decrease by 
21% from 2004-2005 to 620,000 t, due 
mainly to lower production in Canada. 


Canada: 2005-2006 

Area seeded is estimated to decrease 
by 26% from 2004-2005 due to 
expected high carry-in stocks and 
relatively low prices. 


Assuming normal abandonment rates 
and normal precipitation during the 
growing season, production is forecast 
to decrease by 41% to 180,000 t. 


Aug - July crop year 2002 


Seeded Area (000 ha) 166 
Harvested Area (000 ha) 158 
Yield (t/ha) 0.66 


Carry-in stocks 105 


Production: 

Yellow 51 
Brown 21 
Oriental 33 


Total Production 105 
Imports 


Total Supply 


Exports: 

United States 46 
Europe 70 
Asia 52 
South and Central 

America 2 
Africa and Middle East ue 
Total Exports 1 


Total Domestic Use 
Total Use 
Carry-out Stocks 


Stocks-to-use ratio 


Seeded Area (000 ac) 410 
Harvested Area (000 ac) 390 
Yield (lbs/ac) 589 


Average producer price** 


Yellow $/t 1,058 
$/lb 0.48 
Brown $/t 474 
$/lb 0.215 
Oriental $/t 342 
$/lb 0.155 


Source: Statistics Canada and AAFC 


stocks high resulting in a very low residual. 
**Saskatchewan, No.1 CAN grade 


2003 


0.60 0.69 1.00 0.80 


694 386 309 342 
0.315 0.175 0.14 0.155 
672 386 309 320 
0.305 0.175 0.14 0.145 
430 419 309 320 
0.195 0.190 0.14 0.145 


f: Agriculture and Agri-Food Canada forecast, May 2005 
*Note: Domestic use is calculated residually. For 2001-02, based on export and Carry-out 
stocks data, it appears Statistics Canada’s production estimate may be low or carry-out 


3 
Production is expected to decrease 
for all three types. Assuming normal 
growing and harvest conditions, 
average quality is expected to return to 
normal. Total supply is forecast to 
decrease by 9%, as lower production is 
partly offset by higher carry-in stocks. 
Carry-in stocks are expected to include 
a large portion of low quality seed. 
Exports are forecast to increase 
because of stronger demand and carry- 
out stocks are forecast to decrease. 


The lower supply is expected to 
support prices, with average prices 


2004 
289 340 317 233 
255 328 304 226 


33 60 92 185 


79 124 126 80 
38 67 92 50 
37 35 87 50 


714 840 576 
630 810 751 558 
535 616 892 714 


increasing for all three types. The price 
spreads between grades are expected 
to decrease, assuming a return to 
normal quality. 


The main factor to watch is 
precipitation during the growing and 
harvest periods. 


Canada: longer-term 

There is strong and growing demand 
for mucilage and plant breeders have 
responded by developing yellow 
mustard seed varieties with higher 
mucilage levels. Three newer varieties, 
Viscount, Ace and Andante, have 
mucilage levels which are about 30% 
higher than traditional varieties. Work 
is continuing on developing additional 
varieties. Higher mucilage levels are 
expected to increase demand for 
yellow mustard seed, as marketers 
promote the value of the product to end 
users. Producers could only receive 
premiums for growing varieties with 
high mucilage levels through 
segregation and identity preservation 
because there is no way to measure 
mucilage levels at the plant. However, 
premiums for high mucilage may not 
always occur even with segregation 
and identity preservation if the price of 
yellow mustard seed is too high, 
because users of mucilage may switch 
to substitute products, such as guar 
gum. There could be one side benefit 
of increased mucilage levels. Since 


mucilage draws water into the seed, it 
might help germination. 


Demand for mustard seed is expected 
to increase during the next decade due 
to increased population, increased use 
of spices and increased demand for 
other uses such as mucilage. 


A potential additional use of mustard 
seed could be for biodiesel. Oil 
crushed from mustard seed can be 
used in the production of biodiesel, a 
fuel for compression-ignition engines 
coming from biological sources. 
However, the mustard seed oil price 
would have to be competitive with 
alternative sources, such as soyoil and 
canola oil. Therefore, biodiesel might 
become a market for low quality 
mustard seed. 


Demand is expected to grow from end 
users for identity preservation (IP) to 
ensure specific quality characteristics. 
IP systems ensure traceability of 
product from the end-user back to the 
producer. It involves documentation for 
each step of production, handling and 
processing, as well as production, 
handling and processing standards, 
and auditing. Although there will be 
extra cost in an IP system, it will be an 
important marketing tool for Canadian 
mustard seed. The mustard seed 
industry is examining how the CGC’s 
Canadian Identity Preserved 


US FARM SECURITY AND RURAL INVESTMENT ACT OF 2002 (FSRIA) 


Under the previous FAIR Act, the national loan rate for “minor oilseeds” which 
included mustard seed was US$0.093/lb. Under the FSRIA, a separate loan rate 
was established for mustard seed at US$0.0988/lb for 2002-2003 and this was 
scheduled to increase to US$0.1019/lb for 2003-2004. However, in 2003-2004 a 
single rate was re-established for all “minor oilseeds”, including mustard seed, at 
US$0.096/lb. For crop years 2004-2007, the loan rate was lowered to US$0.093/Ib. 
These rates are for the top grade and there are discounts for lower quality seed. The 
loan rate varies by county and is highest in North Dakota. The loan rate provides a 
floor return because if the price is lower than the loan rate, the producer is eligible for 
a loan deficiency payment. Mustard seed production in the US is mainly in North 
Dakota and Montana and nearly all of the production is the yellow type. Although 
average prices paid to producers were above the loan rate during crop years 2002- 
03 to 2004-05 and producers did not receive a loan deficiency payment, the loan 
program supports mustard seed production because it provides a floor return in 


years when prices are low. 


Mustard seed is also eligible for the minor oilseeds direct payment of US$0.008/b. 
However, this is based on historical seeded area and yields and is theoretically 
decoupled from the area seeded during the year of the payout. Mustard seed is 
eligible for the “minor oilseeds” counter—cyclical support based on the target price 
of US$0.098/Ib for crop years 2002 and 2003, and US$0.101/Ib for crop years 2004 
to 2007. However, in calculating a counter-cyclical payment, the direct payment is 
first deducted from the target price. Therefore, since the target price minus the direct 
payment is less or equal to the loan rate or market price, no counter cyclical payment 


is expected for mustard seed. 
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Recognition System (CIPRS) can 
assist the industry in the marketing and 
delivery of special product 
characteristics. CIPRS certifies 
companies selling products through 
identity preserved programs that have 
effective quality management systems 
for the production, handling and 
transportation of several crops, 
including mustard seed 


For periodic updates on the situation 
and outlook for mustard seed, visit the 
Market Analysis Division Website for 
“Canada: Pulse and Special Crops 
Outlook.” 


For more information please 
contact: 
Stan Skrypetz, 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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China is the largest producer and consumer of beer and importer of malting barley in the world. Canada is one of 
the top exporters of malting barley to China where it competes with Australia and the European Union (EU). For 
2004-05, as well as 2005-06, Canada is expected to export more than half a million tonnes of malting barley to 
China worth about $100 million. Over the medium term, China is expected to remain the largest and among the 
fastest growing malting barley markets in the world and its import demand is forecast to increase by 20% by 
2010-11. However, the implementation of the Developmental Framework for China’s Malting Barley Production is 
expected to increase the growth of domestic production in order to substitute for imports, although at a pace 
slower than expected in the Framework. This issue of the Bi-weekly Bulletin examines the situation and outlook 
for China’s beer, malt and malting barley industries and the implications for Canada. 


The Beer Industry in China 


Beer Production 

The foundation of China’s modern beer 
industry was set up in the 1950’s when 
new production facilities were constructed 
in major metropolitan centres across the 
country. However, the rapid expansion of 
the industry did not occur until the 
implementation of the reform and open- 
door policies in the later 1970s. Data 
from China’s National Bureau of Statistics 
show that beer production in China has 
grown at a rate of 18% annually over the 
last 27 years, from 4 million hectolitres 
(Mhl) in 1978 to 291 Mhl in 2004. The 
industry has experienced three stages of 
development: (a) 1978-1987 with growth 
of 26% annually when production 
increased from 4 Mhl to 50 Mh; (b) 1988- 
1995 with growth of 16% annually when 
production increased from 54 Mhl to 154 
Mhl; and (c) 1996-2004 with growth of 
7% annually and production increased to 
291 Mhi. China overtook the United 
States (US) as the world’s largest beer 
producer in 2002. 


Although the percentage rate of growth 
has slowed down, the annual increase in 
the volume of China’s beer production 
has accelerated, from an average of 5 
Mhl for 1978-1987 to 13 Mhl for 1988- 
1995, and further to 15 Mhl for 1996- 
2004. 


Beer Consumption 
As indicated in Figure 1, per capita beer 


consumption in China has grown at 12% 
annually for the past 21 years, from less 
than 3 litres (L) in 1984 to 22 L in 2004. 


Source: China National Bureau of Statistics. 
f: Agriculture and Agri-food Canada forecast. 


Figure 1. China: Per Capita Beer Consumption 
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Current per capita consumption is 
comparable to that in Hong Kong (24 L) 
and Singapore (20 L), but it is much lower 
than in Japan (41 L), Canada (68 L) and 
the US (84 L). China overtook the US as 
the world’s largest beer consumer in 
2003. The potential for growth is 
expected to be substantial, given the 
large disparity in beer consumption 
between urban and rural areas and 
across different regions in China. 


Factors Driving Higher Beer Consumption 
Several factors are driving the expansion 


of the beer industry in China: 

(a) large increases in population, despite 
at slow rate of growth; (b) rapid economic 
growth and increased disposable income; 
(c) massive migration away from the 
country to cities and towns; and (d) health 
consciousness. 


In some less developed regions of China, 
a substantial proportion of the villagers, 
especially senior citizens, do not drink 
beer. The process of urbanization, 
associated with higher income and 
lifestyle changes, significantly increases 
the chance either for a potential 
consumer to become a beer drinker or a 
drinker to consume more. The rising 
consumption levels for existing 
consumers and the enlargement of the 
consumer base play an equally important 
role in increasing consumption. The 
population base of beer consumers in 
China is estimated by some Chinese 
analysts to expand at an annual rate of 
20%, as a result of higher income and 
urbanization. 


Health consciousness has started to play 


a more and more important role, 
especially among the urban population, in 


Canada 


Figure 2. China: Growth in Malting Barley Demand 
versus Beer Production 


f: Agriculture and Agri-food Canada forecast. 
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Sources: China National Bureau of Statistics, Agriculture and Agri-food Canada. 


the switch to beer from traditional 
Chinese liquors. The share of beer in all 
alcoholic beverages has jumped from 
19% in 1980 to 72% in 2000, while the 
growth of liquors, with much higher 
alcohol content, has decreased 
correspondingly. 


The Beer Industry 
The rapid expansion of China’s beer 


production has been accompanied by 
dramatic structural changes in the beer 
industry. Of most relevance to the 
demand for malting barley are 
consolidation, foreign investment and the 
upgrading of product composition. 


Compared to the maturity of the 
European and North American markets, 
the beer market in China is still 
fragmented. Most breweries operate on a 
regional or sub-regional scale and there 
are hundreds of brands. However, the 
industry has been undergoing 
consolidation since 1988 and this process 
has accelerated in recent years. The 
number of breweries has decreased from 
813 in 1988 to about 400 at present. The 
top 10 brewery companies controlled 
53% of the market in 2003, compared to 
only 22% in 1996. The top three 
companies currently account for about 
one third of the production. 


Giant foreign breweries started entering 
the Chinese market in the 1980s. The 
so-called “First Wave” of these entrances 
was not a success story. This was due 
mainly to their inappropriate strategies of 
building up their own facilities and selling 
their own brands. After years of little 
progress, the “Second Wave” began in 
2002 and foreign investment has 
resumed playing an important role in the 
industry. This time, equity acquisition of 
local breweries, including large and 
medium sized ones, became the principal 
strategy. Instead of selling foreign 


brands, local brands are kept and most of 
the transactions involve less than 50% of 
the share holdings. The total investment 
involved in these transactions is 
estimated at US$700 million for the last 
two years. International beer giants such 
as Anheuser-Busch, SAB Miller, 
Interbrew, Heineken, and Carlsberg have 
all made their appearance in the Chinese 
market. 


The Chinese beer market has been 
dominated by low priced products, but the 
premium products have been rapidly 
gaining market share. The demand for 
famous brands, draft beer, specialty beer 
with juice, beer with health functions and 
non-alcoholic beer has been rising. On 
the other hand, consolidation and the 
participation of foreign companies have 
significantly improved the industry's ability 
to develop new products and expand 
sales. 


Consolidation, joint ventures between 
local and international companies and the 
upgrading of product mix all lead to 
increased demand for imported malting 
barley, at the expense of domestic barley. 
Joint ventures and top domestic 
breweries use much more imported 
barley than their small and medium 
counterparts. Tsingtao beer Group, the 
biggest in China with 13% of the market, 
uses only Australian and Canadian barley 
in their major brands. The second 
largest, Yanjing Beer with 10% of the 
market, uses mainly imported malting 
barley, except for very small amount of 
domestic barley immediately ahead of 
Australia’s harvest. CRE Beer, the third 
largest, is the only large brewery using 
both domestic and imported malting 
barley on a regular basis. 


Barley Malt and Malting Barley 
Demand 


Declining Ratio of Barley Malt to Beer 
The rapid expansion of China’s beer 


industry increased the demand for barley 
malt, the principal component in beer 
production. However, the growth of 
malting barley demand has not been 
proportional to growth in beer production, 
especially in recent years. As indicated in 
Figure 2, while China’s beer production 
increased by a factor of 47 times since 
1980, demand for malting barley only 
increased by a factor of 28. The demand 
for barley malt is estimated at 2.62 million 
tonnes (Mt) for the production of 291 Mhl 
of beer in 2004. This is lower than the 
record demand for 2.64 Mt of malt in 
2000 when only 220 Mhl of beer was 
produced. Two reasons are responsible 
for the lower usage of barley malt and 
malting barley. 


Firstly, the substitution of adjunct for 
barley malt has increased. Chinese 
breweries have the tradition of using rice 
or, to a lesser extent, corn as an adjunct 
in beer production. This creates a special 
taste favoured by local consumers and, at 
the same time, reduces barley malt usage 
and input costs. In recent years when 
malting barley supplies were short, and 
malting barley prices were high relative to 
rice prices, breweries adjusted their 
production techniques to incorporate 
more rice in substitution for barley malt. 

In the last couple of years when rice 
prices increased more than malting barley 
prices, substantial amounts of corn and 
even grain syrups were used as a 
substitute for barley malt. 


Secondly, the original gravity of beer, 
defined as the amount of malt and 
adjunct as a percentage of water in wort, 
has decreased significantly, from 11-12% 
to 6-7% in recent years. Thus more beer 
is produced from a given amount of malt 
and adjunct. 


Consequently, the ratio of barley malt to 
beer is estimated to have decreased from 
more than 13 kilogram of barley malt for 
one hectolitre of beer (Kg/HI) in the 1980s 
to 12 Kg/HI in the 1990s and 9 Kg/HI over 
the last four years. Thus, one tonne of 
malting barley currently generates about 
90 HI of beer in China compared to about 
75 Hl in Canada. 


The Malting Industry 


China’s malting industry is characterized 
by low margins, excess Capacity, active 
acquisition and continuous expansion. 
There are about 200 maltsters in China 
with a total processing capacity of malting 
barley estimated at 4.3 Mt. Based on 


the share for imports has declined from 
70% to 65%. 


China has not been, and is not expected 
to be, a significant player in the 
international market for barley malt. As a 
result of China's entry into the WTO, the 
tariff escalation between barley malt and 
malting barley decreased but Chinese 
maltsters, especially those in the coast 
areas, are expected to maintain their 
advantage in production costs. This is 
also consistent with the trend that world 
capacity for the production of barley malt 
has been shifting away from the exporting 
countries of malting barley to the 
importing countries. 


Export Competition 
Figure 5 shows the market share by 


major exporter in the Chinese malting 
barley market. Between 1980 and 1994, 
the Chinese malting barley import market 
was serviced by Australia (73%) and 
Canada (27%). Australian exports rose 
from 130 Kt in 1980 to about 1.1 M in 
1994, while Canadian exports increased 
from zero to 307 Kt annually. 


The EU joined the competition in 1995 
and after three years of robust growth, 
the EU has captured about 20% of the 
Chinese market, or about 400 Kt 
annually, since 1998. 


The market share for Australia dropped 
from 75% over 1980-1994 to 60% over 
1998-2004 and the market share for 
Canada decreased from 27% to 20% 
over the same periods. In addition to 
competition, much of the drop for Canada 
is due to the 2002 drought which sharply 
reduced malting-quality barley supplies 
and forced Canada out of the world 
malting barley market in later 2002-03, as 
seen in Figure 6. Despite decreasing 
market shares, Canada’s export volume 
increased from an annul average of 190 
Kt over 1988-1992 to 390 Kt over 1998- 
2004, while annual volume for Australia 
increased from 640 Kt to1.26 Mt. 


Freight Costs 
Australia has a freight advantage over 


Canada in the Chinese malting barley 
market because of its proximity to China. 
In addition, inland transportation costs are 
also significantly lower for Australia since 
the production regions are closer to 
export ports. It is generally believed that 
the surge in ocean freight rates has had a 
larger impact on grain shipments from 
Canada than from Australia, due to longer 
distance. However, Australia is one of 
the major exporters of industrial materials 
to China. The northbound routes from 
Australia to China are among the busiest 
and ports are very congested. Therefore, 


f: Agriculture and Agri-Food Canada forecast. 


Figure 5. China: Import Market Shares of Malting Barley 


Sources: International Grains Council, China Custom Statistics. 


freight rates for these routes could 
increase more than those for the North 
Pacific routes from Vancouver to Chinese 
ports. 


Outlook: 2005 to 2010 


Beer production in China is forecast by 
AAFC to increase by 4-5% annually over 
the medium term, from 291 Mhl in 2004 to 
300 MhI by 2005 and 380 Mhl by 2010. 
The population is projected by the 
Chinese government to grow at 0.7— 
0.8%, from 1.32 billion in 2004 to 1.38 
billion by 2010. China’s urban: rural 
population ratio is projected to change 
from about 35:65 in 2000 to 45:55 by 
2010, which means another 160 million 
people living in Chinese cities and towns. 
Per capita beer consumption is projected 
to rise by a further 27%, to 28 L by 2010. 


Malting barley demand is forecast to 
increase from 3.3 Mt in 2004-05 to 3.5 Mt 
by 2005-06 and 4.8 Mt by 2010-11. The 
conversion rate of barley malt to beer is 
expected to recover gradually, from 9 
Kg/HI in 2004-05 to 10 Kg/HI in 2010-11, 
as the situation of supply shortage and 


high prices for malting barley improves 
and production of premium beer grows 
faster. 


Domestic production of malting barley is 
forecast to grow by 10% annually, driven 
mainly by the implementation of the 
DFCMBP. Production in 2005-06 is 
forecast to increase to 1.5 Mt, from 1.3 Mt 
in 2004-05, as area seeded to malting 
barley in China increases in response to 
high prices in 2004-05. Production of 
malting barley is forecast to grow to 2.4 
Mt by 2010-11. The share of domestic 
supply is expected to increase from about 
40% of total requirements in 2004-05 to 
50% by 2010-11, a substantial increase 
but still short of the DFCMBP target for 
2008. With increased domestic 
production and improved crop quality, the 
use of low quality barley in the malting 
process is expected to decrease. 


China’s malting barley imports in 2005-06 
are forecast to be virtually unchanged 
from 2004-05 at 2.0 Mt. The continued 
weakness in the Chinese currency and 
the high ocean freight rates will make the 
landed price for imported malting barley 


Figure 6. China: Imports of Malting Barley from Canada 
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Canada is forecast to export about 0.5 

Mt of malting barley into the Chinese 
market in 2005-06, slightly less than 
2004-05 as Australia’s barley production 
increases from the weather-related low of 
2004-05. Canadian exports are projected 
to increase throughout the medium term. 
By 2010-11, Canada is projected to 
export 0.7 Mt of malting barley to China, 
about 30% of the import market. 


malting barley will continue to dominate 
the eastern and southern Chinese 
markets, due to its advantage in price and 
quality. High costs and capacity 
constraints in China’s transportation and 
handling system will limit the 
competitiveness of domestic supplies in 
these markets. 


relatively high, although world prices are 
expected to decrease. 


Malting barley imports are projected to 
reach 2.4 Mt by 2010-11, 20% higher 
than in 2004-05. Consolidation, foreign 
investment and product upgrading in the 
brewing and malting industry are 
expected to lead to strong import demand 
for high quality malting barley. Imported 
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Exchange Rates and Malting Barley Prices 


The value of the Chinese currency is tied with the US dollar and the exchange rate 
has been around US$1=8.28 RMB or Yuan since September 1999. For other 
currencies, such as the Canadian dollar, the exchange rates in RMB will float in 
relation to their respective values versus the U.S. dollar. 
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The effect of changes in foreign exchange rates is usually shared by importers and 
exporters depending on the structure of the market and the capacity for players to 
respond. On one extreme, if exporters have the market power to increase export 
prices (in US dollar) the full percentage as the US dollar depreciates, there could be 
little impact on them and importers will take the full burden. On the other extreme, if 
importers have the full market power, exporters are not capable of changing export 
prices, then exporters have to take the full effect. Generally the effect is somewhere 
between the two extreme cases. As a result of the weakness of the RMB, imported 
malting barley becomes more expensive in China while returns for Canadian 
producers are lower. 


China’s foreign exchange system has been undergoing pressure to change by some 
of its trading partners, particularly the US. Although the Chinese government has 
been preparing to move in this direction, it is expected that priority will be given to 
China’s own interests, with respect to the timing and the magnitude of the change. 
Given the macroeconomic situation in China and the inflow of global speculative 
capital, the reform is expected to be cautious and gradual. 


Le Bulletin bimensuel 
ISSN 1207-6228 
AAFC No. 2081/F 


© Printed on recycled paper 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to gratefully acknowledge input from the following: 
AAFC/MISB, Canadian Wheat Board, Canadian Malting Barley Technical Centre, and Canadian Embassy in Beijing, China. 


beer production in 2004, malt demand is 
estimated at 2.62 Mt, suggesting 
overcapacity of more than 30%. The 
industry consists of maltsters with huge 
differences in production capacity and 
technology, from very small floor 
operations to the largest with the latest 
equipment in the world. The number of 
small operations (less than 10 thousand 
tonnes (Kt)) had dropped from 243 in 
2000 to 93 in 2003, while the number of 
large and medium-sized operations 
increased from 67 to 85. In addition, 
there were 24 malting facilities under 
construction in 2003, most of which are 
located close to barley producing areas, 
especially in western and northern China, 
while most of the existing facilities are in 
eastern, southern and northeast China. 


In China’s malting industry, brewery- 
owned malting facilities have a total 
processing capacity of 0.5 Mt. Among 
the independent maltsters, the top 10 
have a total capacity of 1.1 Mt. These 
two groups account for 37% of the total 
capacity. Medium sized maltsters have a 
total capacity of 1.20 Mt, accounting for 
28%. The total capacity for small 
maltsters (with a capacity of less than 50 
Kt) is estimated at 1.5 Mt, or 35% of the 
capacity nationwide. 


The Use of Low Quality Barley by the 


Malting Industry 
When the supply of malting barley is low, 


and prices are high, some maltsters, 
especially the smaller ones in central 
China that are far away from both import 
and domestic malting barley sources, use 
low quality barley to produce malt. Low 
quality malt is still attractive to regional 
and sub-regional breweries to produce 
budget brand beer. It is estimated that at 
least 0.5 Mt of low quality barley was 
used in 2003, which includes malting and 
feed varieties of barley from both 
domestic and import sources. 


Domestic Barley Production and 
Supply 


Production Trends 

Barley has not been a major grain in 
China’s recent history and production has 
been flat over the past three decades, 
except for a short-term surge in the 
1990s. Historically, barley was mainly 
used for animal feed and, to a lesser 
extent, human food. Feed demand for 
barley has declined, due to the rapid 
reduction in the number of draft animals 
and the lower feed value of barley 
compared to corn. Barley production has 
also been discouraged by slower growth 
in yields than competitive crops, the 
status of barley as a rotation crop in many 
areas and government policies that 
favour major grains such as wheat, rice 
and corn. 


The demand for malting barley has 
increased significantly, following the 
strong growth in beer production. The use 
of barley for feed has decreased 
correspondingly. As indicated in Figure 
3, utilization of domestically produced 
“malting” barley has increased by 7% 
annually, from 0.35 Mt in the later 1980s 
to 1.35 Mt in the early 2000s and the 
proportion of the barley crop used for 
malting has increased from less than 20% 
to nearly 50%. 


Production Geography 

Malting barley production in China used 
to be concentrated in eastern China’s 
Jiangsu and Zhejing provinces. This is 
the earliest and, at one time, the largest 
malting barley production base. 
However, barley is treated as a rotation 
crop in this region and freezing in early 
spring and rain at harvest affect crop 
quality. As a result, production has been 
decreasing recently and was about 250 
Kt in 2004. This production base is 
located in a malting barley deficit area 
dominated by imports. 


Figure 3. China: Domestic Barley Utilization 
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Sources: China National Bureau of Statistics, Agriculture and Agri-food Canada. 
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The northwest production base consists 
mainly of Gansu and Xinjiang. It is the 
fastest growing production region, with 
the best quality crop in China. Witha 
production of 650 Kt, it became the 
largest malting barley producing region in 
2003. However, the base is far away 
from population centres and high 
transportation costs are involved. This 
base mainly services northwest China, 
and can reach northern and central 
China. The northeast production base 
consists of Heilongjiang and Inner 
Mongolia and mainly services northeast 
China. Production in 2004 was about 200 
Kt. Two other production bases are 
located in Central China and southwest 
China’s Yunnan province. 


Issues 

The major issues facing China’s malting 
barley supply chain can be summarized 
as follows: 

a) low grain quality and inconsistency of 
quality with respect to plumpness, 
extraction rates, test weight, protein 
content due to a lack of suitable varieties 
and appropriate cultivation practices, 
exacerbated by a large number of small 
farms with different technologies; 

b) high logistical costs and infrastructure 
constraints for the rail and highway 
system; 

c) post-harvest quality deterioration, and 
perceived high production costs; 

d) an underdeveloped quality control 
system; 

e) vertical disintegration between barley 
producers and maltsters, in the 
transformation of market information and 
technology; unprotected producers are 
fully exposed to downward price risks, 
which intensify year-to-year fluctuation in 
production and discourage long term 
growth; upward price risks are faced by 
maltsters, especially the smaller 
companies; and 

f) the need for government policies to 
promote barley production and marketing, 
such as seed subsidies, direct support 
and the waiver of railway construction 
fees. 


The Developmental Framework for 
China’s Malting Barley Production 
(DFCMBP) 

The dependence on imports for two thirds 
of the total malting barley requirements is 
perceived as a major concern for the 
Chinese beer and malting industry. The 
shortage of overseas supplies and 
escalation of world market prices are 
seen as a threat to the development of 
China’s beer industry, especially for small 
and medium-size breweries and 
maltsters. Volatility in domestic prices 
and production puts producers and 
processors in a risky position. The 


DFCMBP program, introduced in 2004- 
05, is a joint effort between governments 
and stakeholders in the malting barley 
industry to address these concerns by 
boosting domestic malting barley 
production to substitute for imports. 


The objectives of the program are: 

e to raise malting barley area from 42 
thousand hectares (Kh) in 2003 to 78 
Kh by 2008; 

e to increase malting barley production 
from 1.98 Mt in 2003 to 3.91 Mt by 
2008, of which 3.15 Mt is expected to 
be of malting quality; 

e to increase the share of domestic 
production from 40% of total 
requirements in 2003 to 70% by 2008; 
and 

e to improve quality so that at least 90% 
of the production in major production 
bases reaches the national standards 
for malting. 


To achieve these objectives, the following 
measures have been, or are to be, taken: 
e the establishment of advantageous 
production bases; 

determination of major varieties by 
production region; 

extension of cultivation technologies to 
improve crop quality, increase yields 
and lower production costs; 

the setup of a quality control system; 

e enlargement of production scales; 
vertical integration among industry 
participants; 

the improvement of quality consistency 
and reduction of production costs; 
seed subsidies from government; 
preferential loans and taxation policies 
to assist key maltsters; and 
government assistance for the 
establishment of malting barley/barley 
malt production and marketing co- 
operatives. 


Implications of the DFCMBP for Imports 


The impact of the program on China’s 
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Figure 4. China: Malting Barley Domestic Supply versus 
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f: Agriculture and Agri-food Canada forecast. 
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import demand for malting barley will 
depend on (1) the extent to which the 
program can be implemented 
successfully and (2) how long it will take. 
However, the target of 70% requirements 
for 2008 appears difficult to achieve by 
that date. 


Significant progress has been made in 
the establishment of production bases. 
Some of the measures, such as 
government policies and supports, are 
less difficult to implement than others. 
However, issues related to variety, 
quality, costs and industrial structure are 
much harder to tackle and probably 
cannot be resolved by the target date. 


The regions that are going to benefit first 
and the most from the DFCMBP are likely 
to be northwest, northeast and southwest 
China, where the production bases are 
located and beer consumption is 
expected to grow the fastest. The long 
distance, prohibitive logistical costs, and 
system constraints are bottlenecks for 
domestic malting barley to penetrate the 
largest markets in eastern and southern 
China. In these markets, imports are 
preferred for their higher quality and 
capture a much larger market share. The 
comparative advantages for imports in 


d IGC. 


terms of quality and costs are expected to 
prevail in these regions in the foreseeable 
future. 


The use of low quality barley in the 
malting process could also impede the 
ability of domestic supplies to gain market 
share against foreign imports. A large 
portion of low quality barley is used in 
central and western China and by small 
and medium-size maltsters which are 
closer to the production bases. Before 
directly competing with imports, 
incremental production of high quality 
malting barley is likely to substitute for 
domestically produced low quality barley. 


Malting Barley and Barley Malt Imports 


Current Situation 

Malting barley production in China has 
increased significantly. However, 
domestic supplies cannot keep pace with 
the growth in demand. As a result, China 
started importing malting barley in 1980 
and has been the world’s largest importer 
since 1988. Currently, China accounts 
for about 40% of world imports of malting 
barley, excluding intra-EU trade. 


Figure 4 shows China’s malting barley 
supplies by domestic production and 
imports. China’s malting barley imports 
had increased from less than 0.2 Mt in 
1980 to 1.0 Mt in 1990 and slightly over 
2.0 Mt in 2000. Following a peak of 2.3 
Mt in 1999, imports have decreased to 
around 2.0 Mt, with the exception of 2003 
when they dropped below 1.5 Mt, as a 
result of supply shortages worldwide. 


However, there has been no indication 
that imports are gaining market share 
against domestic supplies. In fact, it 
appears that the market share for 
domestic supplies, including low quality 
barley used for malting, has increased 
Slightly over the last 15 years, to nearly 
35% from 30% in the late 1980s, while 
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VEGETABLE OILS: Competition in a Changing Market 


Over the past decade the world market for vegetable oil (veg-oil) has expanded sharply. This expansion was largely driven by 
the increased production of palm oil in Malaysia and Indonesia, higher soyoil production in Brazil, Argentina and China and 
the rise in veg-oil consumption in China and India. World trade also grew sharply since 1994-95 as international trade rules 
were liberalized and industry invested heavily in the sector. Over the medium term, the world veg-oil sector is projected to 
continue expanding, although, at a slower pace. This issue of the Bi-Weekly Bulletin highlights issues affecting the soyoil, 
palm oil, canola/rapeoil and sunflowerseed oil sectors and discusses some factors that will influence the continued growth of 


the world veg-oil market. 


The world market for veg-oil has expanded 
sharply. Production of the seven major 
edible oils (soyoil, palm oil, canola/rape oil, 
sunflowerseed oil, cottonseed oil, peanut oil, 
coconut oil, olive oil and palm kernel oil) 
has increased by over one half since 1994- 
95 to about 107 million tonnes (Mt) forecast 
for 2004-05. 


Over the past ten years, the world veg-oil 
market has become slightly more 
concentrated. In 1994-95, production by 
commodity was: soyoil 30%, palm oil 22%, 
canola/rape oil, 15% and sunflowerseed oil 
12%, with the remaining oils accounting for 
21% of the market. By 2004-05, the four 
major veg-oils accounted for 82% of the 
market. Palm oil has expanded its market 
share by one-third, largely at the expense of 
sunflowerseed oil which declined by one- 
third. Soyoil and canola oil market share 
remained constant while the remaining oils 
accounted for 18% of the total world veg-oil 
output. 


Expansion shifting to emerging economy 
countries 

The growth in the world veg-oil market has 
occurred at the same time as production 
was shifting from the northern hemisphere 
to the southern hemisphere and the 
expansion in consumption was shifting from 
North America and Europe to Asia. In 1994- 
95, world production of vegetable oils was 
dominated by North America and the 
European Union (EU) which, between them, 
accounted for about 30% of the total world 
production. By 2004-05, the output from 
these two regions is expected to make up 
only 23% of the world’s veg-oil output. 


Since 1994-95, the production of veg-oils 
in the US and the EU ranged from 14 Mt-15 
Mt per year, each. By contrast, in China the 
production of edible oils nearly doubled as it 
surpassed the US to become the world’s 
largest veg-oil producing country (although 
in part this may reflect an improvement in 


collecting production data as processors 
increased scale and size). Similarly, in 
Brazil and Argentina, soyoil production 
increased by one-half and nearly doubled, 
respectively. In Malaysia, palm oil 
production rose by two-thirds as the major 
investment in replanting plantations began 
to pay off. In Indonesia, palm oil output rose 
by two and one half times. 


During the same period, consumption of 
veg-oils increased sharply in several 
emerging economy countries in response to 
a rise in population growth and disposable 
incomes. While veg-oil usage also rose 
significantly among the developed countries, 
the net effect was a geographical re- 
distribution of the veg-oil consumption. 


Since 1994-95, consumers in both the US 
and the EU-15 increased their veg-oil 
consumption by about one-quarter, while 
Chinese disappearance nearly doubled. 
India has emerged as the worlds’ fourth 


rising by more than one-half over the past 
decade. While, smaller in size, 
consumption in countries such as Pakistan, 
Malaysia, Indonesia and Mexico has also 
increased sharply 


Growth based on a number of factors 
The growth in the world veg-oil market has 
been impacted by numerous changes in 
national economic, agricultural and trade 
policies, economic and financial crises and 
currency fluctuations. The cumulative 
impact of these changes was to remove a 
number of restrictions to allow crushers to 
respond to increased consumer demand by 
the increasing production and trade of veg- 
oils among a number of countries. 


Loosely speaking, the growth of the 
vegetable oil industry began in the early to 
mid-1970s when a series of events, such as 
the failure of the Peruvian anchovy catch, 
inflation in agricultural commodity prices, 
improved processing technology and rising 
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raised the demand for vegetable oils. This 
growth was further supported during the 
1970s when the US boycott on soybean 
sales to the former Soviet Union had the 
unintended result of expanding soybean 
production in South America. 


Since 1994-95, veg-oil production 
increased sharply when, as the result of a 
series of policy changes and currency 
fluctuations, the processing industry 
responded to growing demand by 
expanding processing facilities in emerging 
economy countries. The sudden devaluation 
of the Malaysian Ringett, Brazilian Real and 
Argentine Peso, made the production of 
palm oil, soybeans and soyoil more 
attractive in the respective countries. The 
expansion in veg-oil production in these 
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Malaysia began replanting rubber plantations into palm oil 
Peruvian anchovy catch failed 

World grain and oilseed prices rose sharply 

US embargoed soybean exports -- soybean planting began in Brazil 


Soyoil production expanded in US 
Soybean production expanded in South America 
1994 Brazil implemented Real Plan, including removal from market 
management 


Brazil reformed agricultural policy/removed export tax on soybeans 
Argentina taxed soybean exports but offered rebates on soyoil and 


US FAIR Act removed program restrictions on soybeans, introduced 
marketing loan rates and loan deficienc 


1997-98 Asian financial crisis’ and devaluation of the Malaysian Ringget 
Devaluation of the Brazilian Real 
- China enforced regulations governing veg-oil imports 


Agenda 2000, hectare limits established under Blair House 
gradually being phased out 


2000-01 BSE EU ban on animal meal 
China entered World Trade Organization 
Devaluation of the Argentine Peso 


EU decoupled grain and oilseed production from payment 
Devaluation of the US Dollar 

EU biofuel directive/EU energy taxation directive 
Trans-fat issues/Avian Bird Flu 
Source: AAFC, based on a Survey of Documents 


oilseed producer, 
domestic production of veg-oils fell short of 
domestic demand and China had to depend 
heavily on imports to make up the shortfall. 
With China being largely self-sufficient in 
soybean meal, the government imposed a 
13 % value added tax (VAT) on meal 
imports. This is supporting the domestic 
production of soyoil. Given the relatively low 
oil content in soybeans, China then 
increased imports of soyoil to satisfy the 
unfulfilled domestic demand, to the point 
where the country accounts for 30% of the 
world trade in veg-oil. Per-capita 
consumption of veg-oils is only 15 kg 
compared to 34.7 kg in the US and 20 kg in 
Mexico. This suggests that there is ample 
room for growth in the Chinese market and 
that the country will remain a major importer 
of veg-oils for the foreseeable future. 


payments for oilseed crops 
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The spurt in world trade was supported, in 
part over the past decade, by the strength of 
the US dollar against most major currencies. 
This gave emerging economy countries a 
competitive advantage by artificially 
reducing prices compared to US soybeans 
and soyoil. Following the 18% devaluation 
of the US dollar against the European Euro 
since January 2003, along with other major 
currencies, although it remains pegged to 
the Chinese remenbi, this form of support 
for veg-oil production and exports to 
emerging economy countries has been 
reduced. 


Soyoil: Value and versatility supports 
growth. 

Over the past decade, the production of 
soyoil has increased by 60%. Although the 
US remains the largest producer of soyoil, 
output increased by only 20% since 1994- 
95, despite a 25% increase in the supply of 
raw soybeans during that period. Similarly, 
the production of soyoil remained stagnant 
in the EU-25 at around 2.5 Mt, annually. The 
major growth in soyoil production occurred 
in China, Brazil and Argentina which 
increased the official soyoil output by 450%, 
50% and by over 300%, to 5.2 Mt, 5.7 Mt 
and 4.7 Mt, respectively. 


The growth in soyoil consumption was led 
by the tripling of Chinese soyoil 
disappearance to 7.5 Mt annually for 2004- 
05. The US remains the worlds’ largest 
consumer of soyoil using slightly under 8 Mt 
annually. Brazil, India and the EU-25 
consume about 3 Mt, 2.5 Mt and 2 Mt, 
respectively. The remainder of the soyoil is 
consumed among a widely dispersed 
number of countries. 


Largely due to the expansion of soyoil 
production in South America and the growth 
in Chinese demand, trade in soyoil 
increased by 60% over the past ten years. 
The growth in trade was facilitated by 
changes in Chinese import regulations, low 
ocean freight rates and by the 72,000 
tonnes per day expansion in oilseed 
crushing capacity in Brazil and Argentina. 


The expansion of the world soyoil sector is 
forecast to continue but at a slower pace. 
The production and consumption of soyoil is 
forecast to rise by about 8% over the 
medium term. The rate of growth will be 
affected by how fast the Brazilian soybean 
sector expands with another 90 million 
hectares reportedly available for seeding, 
expansion will be limited by economic and 
infrastructure constraints. Recent events 
suggest that the rate of expansion will 
decrease for 2005-06 because of low 
market prices for soybeans in combination 
with higher input costs. 


A recent cost of production analysis for 
soybeans indicates that Argentina and 
Canada have a cost advantage in growing 
and delivering soybeans into the EU. While 
Brazilian producers have low land costs, 
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hydrogenated oil and processed products (margarine, 


salad oil and shortening). 


/2 Domestic Use = Total Supply minus Exports minus 


oleic, varieties. Canola/rape oil 
faces the challenge of retaining 
its image as a “healthy” oil as 
concerns over transfats rise 
while falling over saturated fats. 


5- 
2006f 


Canada: Outlook for canola 
oil and soyoil 

Canada produces about 1.6 Mt 
of veg-oil annually, of which 1.3 
Mt is canola oil and 0.3 Mt is 
soyoil. The majority of the 
canola oil is produced in 
western Canada and all of the 
soyoil is produced in eastern 
Canada. Since 1994-95, the 
production of soyoil and canola 
oil have each increased by 
30%, due to increased crush 
capacity and seed supplies. 


30 


Carry-Out stocks. Domestic use includes exports of 


processed products. 

e: estimate, AAFC May 2005 
f: forecast, AAFC May 2005 
Source: Statistics Canada 


Overall, palm oil is regarded as the price 
leader and is favored for its use in baked 
goods with the drawback of being solid at 
room temperature and high in saturated 
fats. Further growth is expected as 
consumer concerns over saturated fats 
decline and palm oil expands its 
geographical reach into Europe from Asia. 
However, as it is produced in a small 
geographic region, it remains vulnerable to 
localized events such as drought, disease or 
civil unrest. 


By contrast, soyoil is higher priced than 
palm oil and is well regarded for its 
assurance of supply and its adaptability. For 
example, in the US it is used in a wide 
variety of end products from salad and 
cooking oils, baking and frying fats and in 
margarine. As the middle priced oil, soyoil 
remains vulnerable to competition from the 
lower priced palm oil and to the health 
concerns expressed about all veg-oils. 
Given the large area of land available for 
conversion into soybean fields in Brazil, the 
outlook for further expansion is bright. 
Currently, established crushers in 
industrialized nations are expected to face 
increased competition from palm oil and 
from newly expanded soyoil processors in 
developing nations. 


Canola/rapeoil has historically commanded 
a price premium in the world vegoil market 
compared to the previous two veg-oils 
largely on the perceived health benefits of 
being low in saturated fats. With the 
expansion of the world veg-oil sector, 
competition from other veg-oils has 
increased while the output of canola/rapeoil 
has remained stable. The usage of 
canola/rapeoil is projected to grow with the 
expansion of biodiesel usage in the EU-25 
with further growth in North America 
awaiting the development of low-lin, high- 


For 2004-05, Canadian 
crushers have had to contend 
with unusually high chlorophyll 
levels in the canola which slows 
down the refining process and 
increases processing costs. The high 
chlorophyll levels were a result of the 
delayed seeding, unusually cool growing 
condition and mid-August frost that struck a 
wide swath of the Canadian prairie region. 
According to the Canadian Grain 
Commission harvest survey, 38% of the 
canola samples submitted graded No. 2 or 
lower compared to the less than 10% 
received during a typical year. The problem 
was most severe in Saskatchewan where 
47% of the samples received graded 
number No. 2 or lower. 


For 2005-06, canola oil production 
is forecast to remain stable at 1.3 
Mt, as crushers maintain the crush 
pace in response to increased 
supplies of high quality canola, 


Mt as a result of stable crush margins, 
ample supplies of raw soybeans and 
reduced competition from US soyoil. 
Imports of soyoil into Canada are projected 
to decline while domestic usage of soyoil 
remains stable. The benchmark farm price 
of soyoil, simple average DeCatur is 
forecast by the USDA to decline to 
US$0.20-0.23/lb (C$550/t-C$650/t) for 
2005-06. 


Medium Term Outlook: More growth and 
volatility 

Over the medium to long run, the market for 
veg-oils is projected to grow as incomes rise 
in Asia and more land is seeded to 
soybeans in South America and to palm oil 
in Indonesia. The world veg-oil sector is 
forecast to become more competitive at the 
same time it becomes more concentrated. 
The world oilseed market will continue to be 
affected by a series of economic, policy and 
monetary shocks although the timing and 
impact remain unknown. 


Some upcoming policy changes are 
expected to affect the veg-oil market. The 
World Trade Organization (WTO) is 
expected to reach an agreement within a 
couple of years that will gradually reduce 
tariffs and liberalize trade in veg-oils. The 
International Association of Seed Crushers 
is expected to press for greater trade 
liberalization at the DOHA round of talks. 
Econometric analysis conducted in Canada 
indicates that reducing tariffs on veg-oils in 
importing countries results in a modest 
expansion of the world veg-oil production 
and trade. 


reduced competition from 
burdensome US soyoil supplies 
and increased world demand for 
veg-oils in general. This forecast 
assumes a conversion factor of 
0.42 and a normal quality crop. 
Crush margins are expected to 
remain near current levels as 
pressured veg-oil prices offset an 
expected decline in raw seed 
prices. Crush capacity utilization is 
expected to remain at about 75% 
for canola and around 80 % for 
soyoil production. Canadian 
canola oil exports are expected to 
fall to about 0.85 Mt, with the US 
representing about three quarters 
of total trade. The price of canola 
oil crude, in-store Vancouver, is 
forecast to average C$700-750/t 
for 2005-06, versus C$745/t for 
2004-05. 


By contrast, Canadian soyoil 
production for 2005-06 is forecast 
at 0.3 Mt, based on an expected 
increase in soybean crush of 1.8 
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Another policy unknown is the US Farm Bill 
presently being negotiated and slated for 
adoption in 2007. Previous farm bills, 
especially in the early to mid 1990s, resulted 
in a significant increase in US soybean 


production. While the contents and 
implications of the present Farm Bill are still 
being negotiated, in general it appears that 
support for soybean production will remain 
stable or be scaled back and is most 


Factors to Watch: More Change Expected in the Veg-oil Market 

Over the next decade, world markets for vegetable oils are expected to grow while the 
industry continues to consolidate in an increasingly competitive environment, according to 
analysis conducted by Rabobank. The major factors include the continued shifts in the 
production of veg-oils, the growth of the Asian economies, consumer concerns, changing 
power relationships along the food value chain and the development of non-food markets. 


Growing income and population in Asia to drive demand 

The growth in Asian populations and incomes over the next ten years is expected to support 
the expansion of the world veg-oil market. By 2015, the Asian population is forecast to 
increase by 11%, reaching 4.045 billion people, equal to 56% of the world population. More 
importantly the Asian economies are expected to be among the world’s fastest growing. In 
2005, the economies of China and India are projected to grow at over 50% and 90% of the 
world average, respectively. 


At lower economic levels, as per capita income grows, the consumption of vegetable oils 
grows at a rapid pace. Once per capita income reaches US$5,000 the growth in usage 
begins to level off. Per capita income in most of the Asian economies and in South America 
is below that level. In low income countries, veg-oil consumption is expected to increase at 
about 0.5% for every 1% rise in incomes. In China, urban incomes have tripled in the past 
decade, while rural incomes have grown at twice that rate. By 2004-05, more than 40% of 
China’s population lives in towns and cities, while 1% of the country’s population makes the 
move from country to city every year. Chinese imports of palm oil, soyoil and canola/rapeoil 
are projected to grow by over 5% annually until 2014, implying annual imports in excess of 
10 Mt. As well, veg-oil imports to India may rise sharply over the medium term in response 
to increased incomes and policy changes. 


Growing Concerns over health and food safety 

Health and food safety are increasingly becoming more important for consumers, especially 
in the developed markets or market segments. Growing health concerns about trans-fatty 
acids are expected to pose a threat to the soyoil in the short to medium term. Transfat 
labelling requirements have been or will shortly be enacted in Denmark, Canada and the 


United States. Concerned about consumer reactions, many food companies have begun to 
reformulate their products to eliminate or reduce trans-fatty acid levels. The oilseed industry 
has responded with the development of new seed varieties and processing technology. In 
the short run, this issue will cause some adjustment in the market but over the medium to 
long run the industry is expected to manage the situation. 


For 2005-06, in Canada the production of low lin-high-oleic, canola oil, which is low in trans- 
fats, is expected to reach 0.2 Mt based on estimates that 8% of the canola crop will be 
seeded to low trans-fat varieties. 


Retailers increasingly setting rules for marketing veg-oil products 

As retailers consolidate, and their market power grows in many national markets, retailers 
are increasingly setting the rules and standards for marketing food products including for 
veg-oil products. Often, these are more stringent than government standards and they 
include traceability requirements. The increased competition in the retail sector has 
pressured prices downwards through the food value chain. Near the bottom of the chain, 
crushers and refiners are increasingly being caught in a cost-price squeeze as they are 
essentially price-takers with regards to oilseeds. 


In response, veg-oil companies are following two strategies: (1) selling in bulk and looking to 
achieve a low-cost leadership position and (2) developing stong consumer-focused brands. 

While branded oil is important in the EU and North America, it is also growing in importance 

in developing countries like India where it is estimated that branded oil accounts for almost 

9% of the market and by 2014, it is projected to rise to 12%. 


Industrial markets continue to grow 

The market for biodiesel continues to grow and will be determined to a large extent by 
government incentives, tax exemptions, petroleum prices and in some cases by regulations 
for mandatory inclusion. The market for biodiesel is growing the fastest in the EU where 
biodiesel consumption could rise to 4-6 Mt by 2010. Brazil has also expressed interest in 
implementing an extensive biodiesel program while countries like Thailand, Malaysia and 
India have launched plans or programs to develop the biodiesel sector based primarily on 
palm oil. 


unlikely to be increased. The impact on 
US soybean area as a result of these 
changes remains unknown. 


For the first time in history, China has 
switched to subsidizing its agricultural 
production rather than taxing it. Given the 
various economic, administrative and 
infrastructure constraints faced by the 
country, the impact on the domestic veg-oil 
market is uncertain. Industry analysts 
believe that China is prepared to offer few 
concessions on tariffs in the Doha round of 
talks. 


In conclusion, the cumulative impact of 
these policies and other unanticipated 
changes remains unknown. The veg-oil 
market is expected to continue to expand in 
the emerging economy countries while 
remaining relatively stable in fully 
industrialized countries. As the market 
matures, the focus for price discovery will 
increasingly switch to Asia and South 
America. The industrial concentration is 
expected to increase although there is 
some concern that processing capacity is 
overbuilt, forcing a possible rationalization 
of the crushing sector over the medium 
term. World trade in veg-oils is expected to 
grow over the medium term and may soon 
surpass world trade in wheat, by value. 


For more information contact : 
Chris Beckman, Oilseeds Analyst 
Phone: (204) 984-4929 
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the cost of fertilizer is increasing and they are still constrained by 
high transport costs in getting the soybeans to port. US soybean 
producers have the highest production cost per tonne because of 
the high price of land. 


Palm Oil: Driving Growth Through Low Prices 

Since 1994-95, world production of palm oil has expanded 
sharply, to the point where it slightly trails, and is expected to 
surpass the output of soyoil. Production is highly concentrated in 
Malaysia and Indonesia. In Malaysia, palm oil production has 
nearly doubled over the past ten years because of the large scale 
increase in harvested area. With suitable area for further 
expansion becoming scarce, the expansion in palm oil production 
has shifted to Indonesia which has almost tripled its output over 
the past ten years. The growth in the palm tree area has been 
driven by the low operating costs compared to competing veg-oils. 
Investing in palm trees is capital intensive with a five year lag 
before production begins, but subsequent costs largely involve the 
cost of harvesting and on-going fertility. 


The consumption of palm oil has increased sharply since 1994- 
95. The major consuming countries; India, the EU-25, China, 
Indonesia, Malaysia and Pakistan account for about 60% of 
disappearance with the remainder widely dispersed among 
numerous countries. As the major user, India consumes 13% of 
the world’s palm oil while China uses 11%. Consumption is 
concentrated in the Asian countries, with the exception of the EU 
which is increasing imports to offset the shortage of rape-oil in 
response to shortages caused by increased bio-fuel consumption. 


In response to the concentrated production of palm oil and its 
diversified usage, about two-thirds of production is exported with 
palm oil accounting for over one-half of the world trade in veg-oils. 
Estimates derived by industry analysts suggest that the 
international palm oil prices trade at up to a US$120/t discount to 
soyoil due to differential tariffs in India, of 66% for soyoil and 45% 
for palm oil. Despite importing only 18% of the world’s palm oil and 
11% of the world’s soyoil, the widely quoted analysis states that 
this differential in tariffs is sufficient to pressure world palm oil 
prices. 


The expansion in world palm oil production is forecast to continue 
at a slower pace over the medium term as planting of new trees is 
slowed by low veg-oil prices. Output is forecast to rise by 10% by 
2014-15. 


A Roundtable on Sustainable Palm Oil Production was recently 
announced as a joint EU-Malaysian environment preservation 
initiative to support the production of palm oil in ecologically 
sensitive regions. Some of the projects approved under the 
Roundtable were: (1) to construct a functional Identity Preserved 
system for sustainable Palm Oil usage in European margarine, 
(2) building Palm Oil Supply Chains and (3) to fund a project to 
reduce tiger attacks on livestock and humans. !n addition, 
Malaysia recently announced success in cloning palm oil trees, 
which could increase yields by up to 30% and in the production of 
Red Palm Oil, which is low in saturated fat and does not require 
hydrogenation. 


Canola/rape oil: Premium-priced and focused on health and 
biofuel 

Since 1994-95, world production of canola/rape oil has increased 
by about 50% on steady growth. The largest increase occurred in 
China where output rose by 80% to about 4.5 Mt expected for 
2004-05. Smaller increases occurred in the EU-25 and Canada 
where production increased by about 25% respectively. Production 
of canola/rapeoil in India and Japan remained stable or decreased 


slightly. 
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China had the largest increase in 
canola/rapeoil usage and for 2004-05 is 
expected to consume 4.8 Mt of canola oil. 
In the EU-25, the consumption of 
canola/rapeoil is also expected to reach 4.8 
Mt for 2004-05, with most of the rise due to 
its increased use in biofuels. World trade in 
canola/rapeoil declined by about one-third 
largely due to decreased EU exports. World 
production of canola/rapeoils is projected to 
increase marginally over the medium term. 


Over the past decade, canola/rapeoil had 
positioned itself as a healthy veg-oil, low in 
saturated fats, and good for human health. 
During the early to mid 2000s, consumer 
concerns over trans-fatty acids, generated 
when the canola/rapeoil is hydrogenated, 
challenged the canola/rapeoils healthy 
image. During the same time frame, biofuel 
production began to expand rapidly in the 
EU-25 as the Union sought to reduce its 
dependence on fossil fuels and to find a 
market for oilseeds grown on set-aside land. 
Since 2000, the production of biodeisel 
quadrupled in the EU and is estimated to 


account for 32% of EU-25 rapeoil 
consumption. In Canada, biofuel production 
remains at a standstill, with large scale 
government support required to build a 
biodiesel plant in western Canada. 


Sunflowerseed oil: pressured by high 
costs 

Similar to canola/rapeseed, sunflowerseed 
contains 50% oil and tends to be crushed 
close to its growing area. Prices are 
determined by the world vegetable oil 
market, unlike the preceding vegoils, there 
is no one country that dominated 
production. Unlike the previous three veg- 
oils, the production of sunflowerseed oil 
has remained stable at slightly under 9 Mt 
for the past decade. In order of size, the 
larget producers of sunflowerseed oil are 
the EU-25, Russia, Ukraine, Argentina and 
the combined countries of central Europe. 
The consumption of sunflowerseed oil is 
highly dispersed, with the EU-15 and Russia 
being by far the largest consumers, with 
Turkey, Ukraine, India, Romania, South 
Africa and Argentina also being significant 
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users. The demand for sunflowerseed oil 

is expected to grow moderately in the EU-25 
and Eastern Europe while consumption in 
other regions declines. Ukraine is expected 
to surpass Argentina as the world’s largest 
sunflowerseed oil exporter while Russia will 
shift from being an importer to an exporter 
of sunflowerseed oil. 


Sunflowerseed oil is perceived as a high 
quality vegetable oil and trades at a 
premium to other veg-oils. However, future 
growth is expected to be constrained as it 
lacks the competitive cost structure of 
competing soyoil and palm oil. 
Sunflowerseed oils is likely to command 
only a small portion of the world veg-oil 
market. 


Competitive strategies include price and 
product differentiation 

Over the past decade, the world veg-oil 
market became more competitive with the 
major veg-oils increasingly differentiating 
themselves and, in the process, many are 
repositioning and re-imaging themselves. 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 6%, from 2004-05, as increases for 
lentils, dry beans, sunflower seed and chickpeas are more than offset by decreases for dry peas, mustard seed and canary seed. 
Statistics Canada’s (STC) seeding intentions survey, conducted during March 14-31 and released on April 21, provided estimates 
for most pulse and special crops by province, but in some cases the area seeded has been forecast by AAFC. The actual seeded 
areas may differ from the intentions due to changes in the market outlook and expected prices, producer reaction to the STC 
seeding intentions report and soil moisture conditions at the time of seeding. Overall, seeding progress has been at a normal rate 
and is mostly complete except for dry beans, sunflower seed and buckwheat. These crops are normally seeded later, but in 
eastern Manitoba there were additional delays caused by wet weather. It is assumed that precipitation will be normal for the 
growing and harvest periods. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are 
generally normal, although there are dry areas in southern Alberta. It has been assumed that the abandonment rate and average 


quality will be normal. 


May 31, 2005 


Total production in Canada is forecast to decrease by 12%, from 2004-05, to 4.63 million tonnes (Mt). Total supply is expected to 
increase marginally to 5.81 Mt as higher carry-in stocks more than offset the decrease in production. Exports are forecast to 
increase moderately due to stronger demand, while domestic use is expected to be similar to 2004-05 because higher average 
quality reduces dockage and non-traditional use. Carry-out stocks are expected to decrease. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas, mustard seed and canary seed, decrease for lentils, dry beans and 
sunflower seed, and be the same for dry peas and buckwheat. However, prices are expected to be sensitive to any production 
problems. The main factor to watch will be precipitation during the summer and fall in Canada. Other factors to watch are the 
exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing conditions in 
major producing regions, especially United States, European Union, Turkey, India and Australia. 


DRY PEAS 

For 2005-06, production and supply are 
forecast to decrease due to a 2% fall in 
seeded area and lower trend yields. 
Production is expected to decrease for 
yellow, green and other types. World 
supply is expected to decrease marginally to 
12.7 Mt and use is forecast to increase 
slightly, resulting in lower carry-out stocks. 
Canadian exports are expected to remain 
stable, but domestic use is forecast to 
increase due to stronger demand in the feed 
sector. Carry-out stocks are forecast to 
decrease, with a s/u of 13%. The average 
price, over all types, grades and markets, is 
forecast to be the same as in 2004-05, in line 
with the relatively stable world supply. 


LENTILS 

For 2005-06, production is forecast to 
decrease, as a 4% rise in seeded area is more 
than offset by lower trend yields. 
Production is forecast to decrease for large, 
medium and small green types, but increase 
for the red type. Supply is expected to 
increase as higher carry-in stocks more than 
offset the fall in production. World supply 
is forecast to increase by 6% to 4.1 Mt due 
to higher carry-in stocks. Although world 
use is expected to increase, carry-out stocks 
are forecast to rise. Although Canadian 
exports are expected to increase due to 
higher demand, carry-out stocks are forecast 
to rise, with a s/u of 31%. The average 
price, over all types and grades, is forecast 
to decrease slightly from 2004-05, as 
pressure from higher world supply is mostly 
offset by higher average quality. 


DRY BEANS 

For 2005-06, production and supply are 
forecast to increase, due to an 18% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for all classes, including white pea, 


pinto, black, dark and light red kidney, 
cranberry, Great Northern, small red and 
pink. In the US, production is forecast to 
increase by 37% to 1.07 Mt, while supply 
increases by only 10% to 1.15 Mt due to 
lower carry-in stocks. Canadian exports are 
forecast to increase due to higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 5%. The average price, over 
all classes and grades, is forecast to decrease 
due to the higher supply. 


CHICKPEAS 

For 2005-06, production is forecast to 
increase, as a 15% higher seeded area and 
lower abandonment more than offset lower 
trend yields. Production is expected to 
increase mainly for the large kabuli type, 
with only minor increases for the small 
kabuli and desi types. Supply is forecast to 
decrease due to lower carry-in stocks. 
World supply is expected to decrease 
marginally to 8.8 Mt. Canadian exports are 
forecast to remain stable, while carry-out 
stocks remain at a low level. The average 
price, over all types, grades and sizes, is 
forecast to increase due to higher average 


quality. 


MUSTARD SEED 

For 2005-06, production and supply are 
forecast to decrease because of a 26% fall in 
seeded area and lower trend yields. 
Production is expected to decrease for all 
types, yellow, brown and oriental. Exports 
are forecast to rise due to higher demand and 
carry-out stocks are forecast to decrease, 
with a s/u ratio of 62%. The average price, 
over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2005-06, production is forecast to 
decrease due to a 50% fall in seeded area. 
World supply is forecast to decrease by 14% 


to 350,000 t. Canadian exports are expected 
to increase due to higher demand and carry- 
out stocks are forecast to decrease, with a 
s/u ratio of 45%. The average price is 
forecast to increase slightly because of the 
lower supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
forecast to increase due to a 36% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for both types, confectionery and 
oilseed. US supply is forecast to increase by 
48% to 1.62 Mt. World supply is expected 
to increase slightly to 27.9 Mt. Canadian 
exports and domestic use are forecast to 
increase because of the higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 12%. The average price, over 
both types and all grades, is forecast to 
decrease because of the higher supply in US 
and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production and 
supply are forecast to increase, with a stable 
seeded area, lower abandonment and higher 
trend yields. Exports are forecast to increase 
and carry-out stocks are expected to be very 
low. The average price is forecast to be the 
same as in 2004-05, as support from lower 
world supply is offset by higher Canadian 


supply. 


FURTHER INFORMATION: 

Stan SKrypetz ..........ccceseee (204) 983-8972 
Borat ei ccccceccasssescs skrypetzs@agr.gc.ca 

Fred Oleson, Chief............ (204) 983-0807 
Pe-TiNA e. ca cocecesencncsessoncs olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION May 31, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha Pose ee oe le create eee oe thousand metric tonnes - - ----------------- Sit 

Dry Peas 
2001-2002 1,344 1,285 ded, 2,023 PU 2,245 1,381 589 ZS 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 11745) 
2004-2005f 1,388 1,345 2.48 3,338 20 3,563 1,900 1,063 600 120-140 
2005-2006f 1,362 1,330 2.10 2,790 20 3,410 1,900 1,110 400 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 fe) 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 i 1,006 530 326 150 300-320 
2005-2006f 810 785 1.16 910 5 1,065 560 250 250 290-320 
Dry Beans 
2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 117 70 445 
2003-2004 167 167 Pe 356 31 457 344 83 30 495 
2004-2005f 163 126 cS 220 30 280 210 65 5 650-670 
2005-2006f 193 189 1.85 350 30 385 290 UE 20 520-550 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 Pi\4. 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005f 47 39 leoi 51 5 76 35 36 5 370-390 
2005-2006f 54 52 Ws 60 5 70 35 30 5 400-430 
Mustard Seed 
2001-2002 166 158 0.66 105 3 Zils 171 n/a 3S 685 
2002-2003 289 259 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005f 317 304 1.00 305 2 399 135 79 185 290-310 
2005-2006f 235 226 0.80 180 2 367 150 ala 140 310-340 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 PAS 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 175 Si 155 220-240 
2005-2006f 179 174 0.95 165 0 320 180 40 100 225-255 
Sunflower Seed 
2001-2002 73 67 1255 104 29 179 92 65 22 S55 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 480-500 
2005-2006f 119 qaZ 1.47 165 15 185 90 US 20 370-400 
Buckwheat 
2001-2002 16 14 1.14 16 1 11? 6 8 3 SYSS) 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 Astin 10 1 14 5 7 2 355 
2004-2005f 9 if 0.71 5 1 8 3 5 0 345-365 
2005-2006f 2) fs) 1.00 fe) 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c.) 
2001-2002 Salon 2,993 1 738} 3,681 120 4,553 PASM 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 1,230 613 
2003-2004 2,797 Zoe (ESS 3,680 81 4,374 2,494 1,401 479 
2004-2005f Salo 2,948 1.78 5,234 90 5,803 3,028 1,670 1,105 
2005-2006f 2,959 2,877 1.61 4,629 78 5,812 3,209 1,663 940 


(a) August-July crop year. 

(b) Excludes products. 

(c.) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, May 31, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 


Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


CANADA: GRAINS AND OILSEEDS OUTLOOK 


Agriculture and Agri-Food Canada (AAFC) forecasts that total Dae ee of grains and oilseeds in Canada will 
b) 


decline by 5% from 2004-05, to 61 million tonnes (Mt) in 2005-0 


May 31, 2005 


based on Statistics Canada’s (STC) survey of 


seeding intentions. The decline is due to reduced seeded area and expectations of lower yields compared to the 
above-normal levels achieved for most crops in 2004. Normal abandonment, trend yields and normal crop quality 
have been assumed for both western and eastern Canada. In western Canada, seeding progress has been near- 
normal, and is largely complete except for south-eastern Manitoba where conditions have been excessively wet. 
Soil moisture reserves are generally good in western Canada. 


The STC survey of March 31 stocks supports expectations that total carry-out stocks of grains and oilseeds for 
2004-05 will be up significantly from the previous year. AAFC’s 2004-05 carry-out stock forecast has been raised 
by 5% from last month, largely due to reduced forecasts for exports of wheat, barley and canola. Total exports of 
grains and oilseeds are forecast to increase by 12% in 2005-06 due to increased supply and better quality. 
Canadian prices for all grains and oilseeds will remain pressured by lower world prices and the relatively strong 
Canadian dollar. Factors to watch are: Chinese import demand, growing conditions in the major grain trading 
regions, EU grain export subsidy levels, the US winter wheat condition, ocean freight rates and the Canada/US 


exchange rate. 


WHEAT (ex-durum) 

For 2005-06, total supply is expected 
to decline by 4%, with increased 
carry-in stocks largely offsetting 
lower production. Carry-in stocks 
are expected to rise by 28%, largely 
consisting of low quality wheat. 
Exports are forecast to increase by 
1.0 Mt due to the increased supply of 
high quality wheat. Wheat feeding is 
expected to decrease but remain 
historically high due to the large 
carry-in stocks of feed wheat. Carry- 
out stocks are expected to fall by 
about 18%. The CWB Pool Return 
Outlook (PRO) for high quality 
wheat is lower than for 2004-05, due 
to expected higher supply, with 
returns for lower quality wheat 
expected to be relatively unchanged. 


DURUM 
Total supply is forecast to rise by 
more than 10%, faa te a decline in 
production, due to sharply higher 
carry-in stocks. The increased stocks 
are due to the reduced supply of top- 
uality durum and weak export 
dematid as a result of large crops in 
North Africa and the EU in 2004-05. 
Exports are expected to increase by 
11% due to a higher supply of good 
quality durum and reduced EU 
production. Carry-out stocks are 
projected to increase further to a 
record 3.1 Mt. The CWB PRO for 
2005-06 is down, largely due to the 
increased supply in North America. 


BARLEY 

Total supply is projected to increase 
by 3%, due to higher carry-in stocks 
resulting from the large production of 
low-quality barley in 2004-05. 
Exports are expected to increase by 
more than 30% as the supply of 
malting quality barley increases. 


Carry-out stocks are expected to 
remain high historically and the off- 
Board feed barley price is forecast to 
be similar to 2004-05. Malting barley 
prices will be pressured by higher 
world production, with the CWB PRO 
for Special Select 2-row malting barley 
down by $6/t from 2004-05 at 1 TAI. 


OATS 

Total supply is expected to rise by 22% 
due to a combination of increased 
carry-in stocks and production. Carry- 
in stocks are forecast to be higher due 
to reduced exports in 2004-05 related 
to the poor quality of the crop. Exports 
are forecast to rise by 0.3 Mt due to 
larger supplies and improved crop 
quality. Carry-out stocks are expected 
to reach the highest level since 
1978-79. Oat prices are forecast to 
decline, with a smaller premium for 
milling oats. 


CORN 

Domestic supply is expected to decline 
by 4% due to lower production and 
carry-in stocks. This is expected to be 
partly offset by a 9% increase in 
imports, following lower corn 
production in eastern Canada and lower 
feed wheat and barley production in 
western Canada. Food and industrial 
use is forecast to rise marginally due to 
increased ethanol production. Prices 
are expected to remain pressured by 
low US prices and the strong Canadian 
dollar. 


CANOLA 

Total supply is forecast to rise slightly, 
despite lower production, due to a 

sharp increase in carry-in stocks, which 
are reeset at 1.7 Mt, the 2™ highest 
on record. Domestic crush and exports 
for 2004-05 remain pressured by 
sharply higher world oilseed supply. In 


2005-06, domestic crush is forecast to 
remain stable while exports increase. 
Carry-out stocks are projected to fall but 
remain burdensome. Prices are projected 
to decline marginally due to lower world 
soybean and soyoil prices. 


FLAXSEED (excluding solin) 

Total supply is expected to nearly 
double, reaching the highest level since 
1999-00, due to sharply higher 
production. The increased production 
will be moderated by the tight carry-in 
stocks, as exports to the EU in 2004-05 
remain strong despite sharply higher 
prices. Exports and total domestic use 
are forecast to rise in 2005-06. Carry-out 
stocks are forecast to more than double 
to near-record levels, pressuring prices 
to historically more normal levels. 


SOYBEANS 

Domestic supply is forecast to reach a 
record 3.5 Mt, descite a marginal decline 
in production, due to record carry-in 
stocks resulting from high imports and 
the slower crush pace in 2004-05. This 
is forecast to be partly offset by reduced 
imports in 2005-06. Exports are forecast 
to remain stable, while domestic crush 
increases to a normal level. Carry-out 
stocks are expected to remain 
burdensome. The price of soybeans is 
forecast to fall due to lower US and 
South American soybean prices. 


FURTHER INFORMATION: 


Coarse Grains...Joe Wang ......... 983-8461 
BaMAll Gicesscectscceesseee cart wangjz@agr.ge.ca 
Oilseeds....Chris Beckman........... 984-4929 


Hamma Gicnaccepectscncsntctans olesonf@agr.gc.ca 
www.agr.gc.ca/mad-dam 


CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION May 31, 2005 


Grain and Area Imports Total Exports Food and Feed, Total Dom- Carry-out Average 

Crop Seeded Harvested Yield Production  (b) Supply (cy Ind. Use (ec) & Dockage estic Use(d) Stocks Price (f) 
(() ees 000 ha------ tha ------------------------ thousand metric tonnes- - - - - ------------------- $/t 

Durum 

2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 220 684 1,788 224.21 

2004-2005f DOME Al ae Oo 4,962 1 6,751 3,100 biep) 476 951 2,700 202% 

2005-2006f 25540 2,500 92.08 4,790 1 7,441 3,500 260 431 891 3,100 194 * 

Wheat Except Durum 

2003-2004 8,179 8,009 = 2.41 19/272 16 W395 123000 F215 B 222 6,804 4,292 206.03 

2004-2005f So OUmear sie um meal 20,898 10 25,200 LES 009 ah 25770 4,700 8,200 5,500 186 * 

2005-2006f 7.860 9 1,599) BZ AT 18,750 10 24,260 12,500 2,800 3,640 7,260 4,500 iRpats 

ALL WHEAT 

2003-2004 10,662 10,467 2.25 23.52 17 297295 1o72 7 a5, 027 3,442 7,488 6,080 

2004-2005f 10,399 9,862 2.62 25,860 11 31,952 14,600 3,025 5,176 ONS 2 8,200 

2005-2006f = 10,213 D895" £4238 23,540 11 Saigo 16,000 3,060 4,071 8,151 7,600 

Nao ee A ce ts i i eh A at ey oe ee ee 

Barley 

2003-2004 5,046 4,446 2.77 12,328 36 13,838 2,445 298 8,579 9291 2102 135.80 

2004-2005f 4,678 4,050 3.26 13,186 100 15,388 1,900 300 O03 10,288 3,200 100-120 

2005-2006f 4,700 4,215 3.00 12,660 30 15,890 2,500 380 9,505 10,290 3,100 100-120 

Corn 

2003-2004 1,265 L220 meio 2 958721 0S 12,805 346 ~=— 2,415 8,890 Lad 1,143 137.18 

2004-2005f 1,185 1,072 8.24 8,836 2,200 12,178 150 =. 2,650 8,363 11,028 1,000 90-110 

2005-2006f 1,144 1120 7.00 8,580 2,400 11,980 1505 =2,700 8,315 11,030 800 90-110 

Oats 

2003-2004 Dele 1575 2334 3,691 19 4,234 Daeg 140 1,581 1,888 788 136.65 

2004-2005f eles E315 2-80 3,683 25 4,496 1,500 130 1,574 1,896 1,100 120-140 

2005-2006f 2.292 L705 25> 4,360 15 5,475 1,800 170 ty) 2,215 1,400 105-125 

Rye 

2003-2004 246 147 ree 327 0 a: 171 47 60 125 60 104.44 

2004-2005f 284 1655 e203 418 1 479 230 48 109 174 75 65-85 

2005-2006f 228 145 2.14 310 1 386 150 48 101 166 70 65-85 

Mixed Grains 

2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 233 (ie vee gl 318 0 318 0 0 318 318 0 

2005-2006f 249 145 92.83 410 0 410 0 0 410 410 0 

TOTAL COARSE GRAINS 

2003-2004 9,070 Upp Sa) ZO317 Fa162 31,618 4,519 2,899 19,495 23,006 4,093 

2004-2005f $374 6,713: 9973-94 26,441 2,326 32,860 3,780) 53,128 19,918 23,705 5,379 

2005-2006f 8,612 D5 Se EDO 26,320 2,446 34,141 4,600 3,298 20,241 24,171 573 70 

Canola 

2003-2004 4,736 4,689 1.44 6,771 243 7,908 31754, 925:390: 113 3,545 609 387.04 

2004-2005f S319 4 93S) ey 1128 150 8,487 32008 235100! 417 3,652 E725 285-325 

2005-2006f 4886 4,767 1.41 6,725 200 8,650 3,400 3,100! 55) 3,700 1,550 280-320 

Flaxseed 

2003-2004 745 728 ~=—-:1.04 754 Ze 903 609 n/a n/a 202 a3 382.13 

2004-2005f 728 528 = 0.98 oul ae) 645 425 n/a n/a 140 80 475-525 

2005-2006f 868 846 = 1.21 1,025 20 125 700 n/a n/a 245 180 320-360 

Soybeans 

2003-2004 1,051 LOA Tat reo 17. 2,268 587 3,000 914 1,500! o19) 1,947 140 395.04 

2004-2005f 1223 LIASG i259 3,048 400 3,588 1,000 1,450! 488 2,063 525 225-265 

2005-2006f 1,225 121 2 AF, 29905 250 3,765 1.000 sem 13750; 505 2,365 400 200-240 

TOTAL OILSEEDS 

2003-2004 6,531 6,464 1.52 9,794 850 11,813 S241 n/a n/a 5,693 841 

2004-2005f 7,277 6,643 1.70 11293" 585 123719 4,625 n/a n/a 5,765 2,330 

2005-2006f 6,979 95 6,823 17. 10,740 470 13,540 5,100 n/a n/a 6,310 2,130 

TOTAL GRAINS AND OILSEEDS 

2003-2004 26,263 24,461 2.44 59,663 3,029 72,724 20,923 n/a n/a 36,187 11,014 

2004-2005f 26,050 23,219 2.74 63559); 2.922 Piso at 23,005 n/a n/a 38,621 15,905 

2005-2006f 25,805 24,053 2.52 60,600 2,927 79,432 25,700 n/a n/a 38,632 15,100 


a) August - July crop year except corn and soybeans which are September - August. 

b) Excludes imports of products. ; 

c.) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

d) Total = F&I + FWD + Seed Use 

e) Industrial use excludes flaxseed due to data confidentiality. f 
Crop year average prices: No.1 CWRS 11.5% protein and No.l CWAD 11.5% (CWB final ie I/S St. Lawrence/Vancouver), 
Barley (No. | feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats ae No. 2 Pane CBoT nearby futures); 
RYE (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW .WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - May 26, 2005 : : al 

" Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - May 31, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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B. CASH PRICES AND REPLACEMENT VALUES June 13, 2005 
PRAIRIE GRAINS 


ee ete 
Price Basis 13-Jun-05 | 30-May-05 16-May-05 14-Jun-04 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 


Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES May 30, 2005 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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EUROPEAN UNION: PULSE CROPS SITUATION AND OUTLOOK 


The European Union (EU) is an important market for Canadian dry peas, dry beans, lentils and chickpeas. 
Exports of Canadian pulse crops to the EU averaged about $250 million per year over the past five years. 
However, the EU is also a competitor with Canada in world markets for dry peas and fababeans. This issue 
of the Bi-weekly Bulletin examines the situation and outlook for the production and trade of pulse crops in 


the EU. 

ashen sTKCANCI EUROPEAN UNION MEMBERS 

The EU is a large producer of dry peas and Austria Estonia* Hungary” Luxembourg Slovakia* 
fababeans, and a smaller producer of Belgium Finland Ireland Malta* Slovenia” 
vetches, lupins, dry beans, chickpeas and Cyprus* France Italy Netherlands Spain 

lentils. Dry peas, fababeans, vetches and Czech Republic* Germany Latvia* Poland* Sweden 

lupins are produced mainly for the livestock Denmark Greece Lithuania* Portugal United Kingdom 
feed market, especially for feeding hogs; Leewat 

whereas dry beans, lentils and chickpeas *Countries which joined the EU in 2004 


are produced for the human food market. 
During the past ten years, there was a 
slight downward trend in total pulse crops 


seeded area and production. EUROPEAN UNION: PULSE CROPS SEEDED AREA* 


Dry Peas 

Dry peas are the largest pulse crop 
produced in the EU. However, there has 
been a pronounced downward trend in 
seeded area and production during the 
past ten years because for some 
producers returns from alternative crops, 
such as cereal grains and fababeans, 
were higher. Most of the dry peas 
produced are the yellow type, but green, 
green marrowfat and other types are also 
produced. Average yields have been 
relatively stable over this period. 
Although nearly all EU countries produce 
dry peas, France is the largest producer, ede ' 

followed by Germany, the United 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
Kingdom (UK), and Spain. Production 
has been trending upwards in Spain and 
the UK, trending downwards in France 
and has been relatively stable in 
Germany. 


thousand hectares 


Fababeans 

There has been an upward trend in the 
EU fababean seeded area, average yields 
and production. Fababean production is 
mainly in the UK and France. Production 
has been trending upwards in the UK, 
France and Spain, but trending 
downwards in Italy. Although the average Chickpeas 
yields for fababeans are still lower than for 
dry peas {in 2004, 3.24 tonnes per 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
hectare (t/ha) for fababeans versus 
3.63 t/ha for dry peas}, the difference in 
yields has been narrowing. Fababeans 
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Source: Union Nationale Interprofressionnelle des plantes riches en Protéines (UNIP) and FAO, 
*Includes countries which joined the EU in 2004. 
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Canada 


have a protein content of about 27%, versus 
22% for dry peas, which gives them an 
advantage in livestock rations requiring 
higher protein levels. 


Vetches 

EU production of vetches has been variable, 
due to a high variability in yields, as the 
seeded area has been relatively stable. 
Spain accounts for a large majority of vetch 
production in the EU. 


Lupins 

EU seeded area, yields and production of 
lupins has been relatively stable after a 
sharp drop in 1998. Germany, France and 
the UK are the main producing countries. 


Dry Beans 

EU seeded area for dry beans has been 
trending downwards. Production has also 
been trending downwards, but at a lower 
rate due to an upward trend in yields. 
Several classes of white and coloured 
beans are produced in the EU. The main 
producing countries are Poland, Greece, 
Italy and France. 


Lentils 

EU lentil production has been variable 
during the past ten years, due partly to a 
seeded area which trended downward until 
1999 and has been trending upwards since 
then, and partly due to highly variable 
yields. The EU produces green and brown 
lentils. Spain accounts for most of the 
production and the only other significant 
producers are France, Italy and Greece. 


Chickpeas 

EU chickpea production has been variable 
during the past ten years, due partly to a 
seeded area which trended downward until 
1999 and has been trending upwards since 
then, and partly due to highly variable 
yields. The EU produces kabuli chickpeas. 
Spain accounts for most of the production 
and the only other significant producers are 
Italy, Greece and Portugal. 


1995 1996 
Dry Peas 4114 4165 
Fababeans 571 607 
Vetches 116 267 
Lupins 167 202 
Sub-total 1 4 968 5 241 
Dry Beans 191 178 
Chickpeas 39 99 
Lentils SE) 39 
Sub-total 2 249 316 
Total § 217 5 557 


Source: Union nationale inte 


plantes riches en 


TRADE 


The EU is a large importer of dry peas and 
lupins, mainly for the livestock feed market, 
and of dry beans, lentils and chickpeas for 
the human food market. The EU is a major 
exporter of dry peas and fababeans into 
food markets. This analysis deals with 
calendar years 1995 to 2003, as complete 
data for 2004 is not available. 


Dry Peas 

EU dry pea imports have been variable, 
depending on supply and prices, but 
Canada’s share of the imports has been 
increasing. Imports from Canada fell 
sharply in 2002, due to low Canadian 
supply, but rose in 2003 and rose further to 
612,500 tonnes (t) in 2004, as Canadian 
supply increased. Canada has become the 
largest supplier of dry peas to the EU. 
Other significant suppliers are Ukraine, 
Russia and United States (US). Spain 
accounts for most of the EU dry pea imports 
from outside the EU. Other significant 
importers are Belgium, Netherlands, 
Germany, Italy, Ireland and Poland. 


EU dry pea exports have been trending 
upwards, with a peak in 2002. In that year, 
there was a world shortage of dry peas and 
prices in the food markets were very high. 
Therefore, a significant portion of the dry 
peas produced in the EU were diverted to 
export food markets from domestic feed 
markets. France accounts for a large 
majority of EU dry pea exports with most of 
them going to India, Bangladesh and Cuba. 


Dry Beans 

EU dry bean imports have had a slight 
upward trend. However, imports from 
Canada have been trending upwards at a 
higher rate and Canada’s share of the 
imports has been increasing. Canada has 
become the largest supplier, with most of 
the remainder coming from the US, China 
and Argentina. The main importing 
countries are UK, Italy, France, 
Netherlands, Spain, Portugal, Belgium, 


EUROPEAN UNION: PULSE CROPS PRODUCTION* 


1997 1998 1999 2000 
ee ncere Pee thhOUSAMCILON MCS aeseneeaeE nae 
5 097 5 499 4605 3 259 
642 645 690 828 
229 159 122 164 
198 154 123 134 
6 166 6 454 5 540 4 382 
185 185 168 142 
83 67 38 62 
27 27 22 37 
295 279 228 241 
6 461 6 733 5 768 4623 


Sub-total 1: pulse crops used mainly for livestock feed 
Sub-total 2: pulse crops used mainly for human food 
*Includes countries which joined the EU in 2004. 
professionnelle des 


protéines and FAO 


2001 2002 2003 2004 
3315 3 104 2992 SreS 
1 040 Zoe 1 181 1 306 
hh 163 180 172 
154 159 152 151 

4 626 4 683 4505 4802 
140 141 126 126 
67 82 75 67 

28 35 34 32 
235 258 235 225 

4 861 4941 4740 5 027 
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Greece and Germany. The largest class 

of dry beans imported is white pea, but 
many other classes, white and coloured, are 
also imported. 


Lentils 

Total EU lentil imports and imports from 
Canada have been variable, but with no 
significant trend. Canada normally accounts 
for most of the imports, but imports from 
Canada dropped in 2002 and 2003 due to a 
sharp decrease in Canadian supply. The 
remainder comes mainly from the US, China 
and Turkey. The main importing countries 
are Spain, France, Italy, Belgium, 
Netherlands, UK, Germany and Greece. 
The EU generally imports green and brown 
lentils. 


Chickpeas 

EU chickpea imports have been variable, 
but with no significant trend. Imports from 
Canada peaked in 2002, but dropped 
sharply in 2003 due to reduced supply. 
Most of the EU chickpea imports come from 
Mexico, with Turkey, US and Canada the 
only other significant suppliers. Spain, 
Italy, France, Portugal and UK are the main 
importing countries. The EU generally 
imports large kabuli chickpeas. 


Fababeans 

EU fababean imports have been trending 
downwards, while exports have been 
trending upwards, reflecting the rise in EU 
production. Imports are no longer 
significant. EU fababeans are exported 
mainly to the Middle East, especially to 
Egypt. Nearly all of the exports come from 
the UK and France. 


Lupins and Vetches 

Nearly all of the EU lupin imports are from 
Australia. There is no significant trade in 
vetches. 


Prices 

EU prices for pulse crops in the food market 
generally follow world prices adjusted for 
exchange rates. However, there are some 


local preferences where people are willing 
to pay a premium for pulses which meet 
certain quality standards or which are 
produced locally. In the feed market, there 
is a preference with using dry peas, 
fababeans and lupins for feeding hogs and 
the feed industry is generally willing to pay 
some price premium over alternative feed 
ingredients, such as cereal grains, corn and 
protein meal. However, if the premium for 
dry peas, fababeans and lupins becomes 
too high, the feed users will partly shift to 
alternative ingredients. 


OUTLOOK 


EU 2003 Common Agricultural Policy 
(CAP) Reform 

The 2003 CAP reform requires the 
decoupling of support payments from 
production. Decoupling officially begins in 
2005, but individual countries may delay 
implementation until 2007. Regarding 
crops, nearly all EU countries plan to have 
full decoupling by 2006. The system of 
support in the ten countries which joined the 
EU in 2004 is somewhat more complex, but 
generally pulse crops in these countries will 
receive lower levels of support for a number 
of years. 


calendar year 1995 
Dry Peas 

Total Imports (kt) 1 549 
Imports from Canada (kt) 677 
Canada's share (%) 44 


Total Exports (kt) 


Dry Beans 


Total Imports (kt) 456 
Imports from Canada (kt) 75 
Canada's share (%) 16 


Total Exports (kt) 


Lentils 


Total Imports (kt) 194 
Imports from Canada (kt) 128 
Canada's share (%) 66 


Total Exports (kt) 


Chickpeas 


Total Imports (kt) 105 
Imports from Canada (kt) 0 
Canada's share (%) 0 


Total Exports (kt) 


Fababeans 


Total Imports (kt) 129 
Total Exports (kt) 29 


crop year (July-June) 
Lupins 
Total Imports (kt) 295 


kt : thousand tonnes 


Source: FAO, UNIP and Statistics Canada 


Dry peas, fababeans and lupins are 
classified as protein crops. They are eligible 
for the same Single Farm Payment (SFP) as 
other types of production, plus a 
supplemental payment for protein crops of 
€55.57/ha (CAN$83.35/ha at €1 = 
CAN$1.50) on a maximum seeded area of 
1.6 million hectares (Mha). 


Chickpeas, lentils and vetches will have the 
same SFP as other types of production 
starting in 2006. 


Dry beans are not eligible for support 
payments. 


Production and Trade 2005 

Production of dry peas is expected to 
decrease from 2004 due to a lower seeded 
area and drought in Spain, while production 
of fababeans increases in line with a higher 
seeded area. Production of vetches, 
chickpeas and lentils is expected to 
decrease because of the drought in Spain. 
Production of lupins and dry beans is 
expected to be similar to 2004. 


The production changes in 2005 are 
forecast to increase demand for imported 
dry peas, lupins, lentils and chickpeas, and 


EUROPEAN UNION: PULSE CROPS IMPORTS AND EXPORTS* 


1996 1997 1998 1999 
942 754 813 781 
458 481 524 554 

49 64 64 71 


433 450 450 435 
65 61 69 88 
15 14 to 20 


184 164 171 176 
LERS) 104 107 daz 
65 63 63 64 


153 114 102 110 
0 0 Zz 5 
0 0 2 5 


298 309 ZAG 377 


Includes countries which joined the EU in 2004. Excludes trade between EU countries. 


decrease EU exports of dry peas. 


Production Trends in the Longer Term 
The maximum seeded area of 1.6 Mha 
eligible for the protein crops supplemental 
payment is higher than the total seeded 
area for these crops since 1998. The 
average seeded area for the 1999-2004 
period was about 1.35 Mha. There was also 
a supplemental payment for protein crops 
under the previous support program. 
According to the report Prospects for 
agricultural markets in the EU prepared for 
the European Commission, the seeded area 
for protein crops is expected to stabilize at 
about 1.4 Mha for the 2005 to 2011 period, 
which is only slightly higher than the 
average for the previous six years. Of 
course, the mix within the protein crops 
group could change, with continued growth 
for fababeans and a decline for dry peas. 


For the other pulse crops, the most likely 
increase in seeded area would be for 
vetches, which were limited in the area 
eligible for support payments and usually 
exceeded it, which reduced the support 
payments proportionally. For chickpeas and 
lentils, the area seeded was well under the 
previous area limit for support payments. 


2000 2001 2002 2003 
1018 869 380 319 
793 658 30 306 
78 76 8 96 
675 303 


197 186 177 178 
98 148 82 13 
50 80 46 41 


70 41 143 317 


268 138 47 219 


Therefore, the 2003 reforms will not likely 
have a significant impact on the area 
seeded. However, there has been an 
upward trend in the seeded area for both 
crops since 2002. Part of that was due to 
support payment reforms which established 
a separate area limit for chickpeas and 
lentils in 2000 and partly due to attractive 
prices. When the area limit had been 
combined for vetches, lentils and chickpeas, 
the limit would often be exceeded and 
support payments lowered proportionally for 
these crops. With the SFP, producers are 
expected to respond more to price 
indications in making their seeding 
decisions. Therefore, the seeded area and 
production of lentils and chickpeas will 
probably become even more variable from 
year to year, but relatively stable over the 
longer term. 


For dry beans, there had been a downward 
trend in seeded area until 2003, when the 
area stabilized. Since dry beans are not 
eligible for support payments, the area 
seeded will depend on prices. The seeded 
area is probably not going to decrease 
further, but there could be a shift to 
countries with lower production costs, such 
as Poland and Hungary. If the returns from 
producing dry beans are sufficiently 
attractive, the seeded area could increase. 


Growth in Demand 

The population growth for the EU until the 
year 2011 is forecast by the European 
Commission to be only 0.2% per year. 
Therefore, any significant increase in 
domestic demand would have to come from 
increased consumption. 


One area of increased demand is expected 
to be from the livestock feed sector, 
especially for feeding hogs, where dry peas 
and fababeans are used extensively. The 
poultry industry is also an important user of 
dry peas and fababeans. In the EU, pork 
and poultry production are forecast to 
increase by 6% from 2004 to 2011. 


In the human food market, demand is 
expected to rise modestly due to the 
increased acceptance of pulses as a healthy 
food and changing eating trends. Pulses 
are increasingly being used in local cuisine 
or in cuisine adopted from other parts of the 
EU. Flour from pulses is increasingly being 
used in baking to increase the protein, fibre, 
mineral and vitamin content. The EU has a 
growing population of people who came 
from, or whose ancestors came from, the 
Middle East, northern Africa and the Indian 
sub-continent, where pulses are a staple. In 
addition, middle-eastern, North African and 
Indian sub-continent cuisine is being 
adopted by the general population. 


Trends in Trade over the Longer Term 
Imports of pulse crops for livestock feed, dry 
peas and lupins is expected to continue, but 
import volumes will depend, as in the past, 
on supply and price competitiveness with 
alternative feed ingredients. Imports of dry 
beans, chickpeas and lentils for human food 
are expected to trend upwards slightly due 
to increased demand. 


When the ten new countries joined the EU 
in 2004, they adopted the tariff schedule of 
the EU, which for most pulse crops is zero. 
Prior to joining the EU, most of the new 
members had significant tariffs, in some 
cases as high as 73%. Therefore, the ten 
new EU member markets are now more 
accessible to Canadian pulse crops exports. 
However, this is a relatively modest 
improvement as these countries are not 
large importers of pulse crops. 


Canada has established itself as the main 
exporter of dry peas, lentils and dry beans 
to the EU. For dry peas, the most probable 
competition will be from the US and 
Ukraine, as well as lupins from Australia. 
The US is increasing its production of dry 
peas, due to their inclusion under the loan 
program, but most of these are going to 
food markets. How much the US will have 


available for export to the EU will depend on 


food market demand, growth in domestic 
consumption for livestock feed and the 
development of a feed market for dry peas 
in eastern Asia. Imports from Ukraine will 
depend on production and domestic 
consumption for livestock feed. Ukraine 
used to be a much larger producer of dry 
peas, but they were used domestically for 
livestock feed. When Ukrainian livestock 
production dropped, Ukraine was able to 
export the surplus, with the exports going 
mainly to the EU. Imports of lupins from 
Australia will depend on Australian 
production and the growth of feed markets 
in eastern Asia, where lupins are also 
exported for livestock feed. 


For lentils, imports from Canada are 
expected to recover with the higher 
Canadian supply. However, increased 
competition for Canada in EU markets is 
expected from the US, where production 
has been increasing since lentils were 
included under the loan program. 
Canadian dry bean exports are expected 
to continue their slight upward trend, but 
any growth in exports of chickpeas will 
depend on increased Canadian 
production. 


EU pulse crops exports are expected to 
continue being mainly dry peas and 
fababeans. The volume of exports will 
depend on EU production and the level of 
price premiums available in export food 
markets over domestic feed markets. The 
most likely scenario is a slight downward 
trend for exports due to growing domestic 
demand and a stable supply. 


Romania and Bulgaria 

These countries are scheduled to join the 
EU in 2007. They are small producers of 
dry peas and dry beans, but the production 
is generally used domestically. Bulgaria 
also produces and exports small quantities 
of chickpeas and lentils. It is possible that 
Bulgarian production and exports might 
increase when it becomes a member of the 
EU and its producers start receiving support 
payments. However, membership of 
Romania and Bulgaria in the EU is not 
expected to have significant impact on the 
EU supply and demand of pulse crops. 
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COMPARING THE YIELDS OF HARD RED SPRING WHEAT 
LINES FROM CANADA AND UNITED STATES 


Canada is recognized in the international marketplace as a reliable supplier of consistent, high-quality wheat, a brand 
image that has been successfully developed since the early 1900s. Canada’s success at wheat quality assurance is related 
to a complex set of institutional arrangements which have constrained the adoption of certain higher-yielding varieties. 
Some stakeholders in the grain industry are concerned that Canada’s approach sacrifices too much yield to maintain 
this level of branding. This issue of the Bi-weekly Bulletin reports on the results of a statistical analysis that compared 
the yield and protein level of Canadian and United States (US) hard red spring (HRS) wheat lines grown side-by side in 
the Hard Red Spring Wheat Uniform Regional Nursery (HRSWURN) cooperative nursery program administered by 
the US Department of Agriculture (USDA). Data from 1995 to 2004 point to a yield advantage of 1.83 bushels per acre 
(bu/ac) or 3.68% for US HRS wheat lines but a protein advantage of 0.417% for Canadian HRS wheat lines. Given the 
well-known inverse relationship between protein content and yield, the results suggest that the US yield advantage is 
offset by the Canadian protein advantage. 


INTRODUCTION 


Some stakeholders in the Canadian grain 
industry believe that Canadian HRS wheat 
yields are significantly lower than those in 
the US. This difference is generally 
attributed to the commercialization of 
higher-yielding varieties in the US. 
Canada’s strict variety registration system is 
often cited as a barrier to achieving higher 
yields; in particular, some believe that the 
quality and kernel visual distinguishability 
(KVD) requirements for the Canada 
Western Red Spring (CWRS) wheat class 
come at the significant expense of yield. 
However, a yield difference between 
Canadian and US HRS lines has not been 
conclusively documented in the literature. 


Measuring and Explaining 

Yield Differences 

Limited research in this area is related to the 
lack of adequate data. The wheat yield data 
that are released to the public through 
various established channels — including the 
USDA National Agricultural Statistics 
Service, the Statistics Canada Field Crop 
Reporting Series, and provincial crop- 
insurance authorities — can be used to 
measure yield differences at the aggregate 
level between locations with similar soil 
conditions and farming practices. However, 
such aggregated data sources are of limited 
use in establishing an unbiased measure of 
yield difference, since these data are not 
accompanied by quality parameters such as 


protein content that are known to affect 
yield. Protein content is an internationally 
accepted indicator of the end-use 
performance of the wheat in producing flour 
for bread dough, and is an important quality 
factor for HRS wheat since most of the 
varieties within this class are grown for 
bread production. Without protein 
information, the farm-gate difference in 
revenue between two varieties with different 
quality parameters cannot be accurately 
estimated. As a result, the value of cross- 
border yield comparisons at the aggregate 
level is limited. 


In a study recently commissioned by the 
Canadian Grain Commission (CGC) entitled 
Identifying the Benefits of Moving Away 
from KVD, Dr. Brian Oleson identifies an 
alternative data source which appears to 
provide some basis for comparing the yield 
and protein level of Canadian and US wheat 
lines.’ This data source is generated by the 
USDA-administered Hard Red Spring 
Wheat Uniform Regional Nursery 
(HRSWURN) cooperative nursery program, 


Brian T. Oleson, “Identifying the Benefits of 
Moving Away from KVD, Section 2: Impact 
Analysis of Key Value Chain Segments, The Wheat 
Breeding Segment of the Value Chain, 
Quantification of KVD-drag: Supporting Analysis,” 
19 December 2003, 
<http://www.grainscanada.gc.ca/Pubs/committee_r 
eports/ved/oleson_sec2_a_03-e.htm> (2 July 2005), 
Supporting Analysis: HRSWURN Data and 
Aggregate Yield Data. 


through which public and private sector 
wheat breeders freely submit promising 
lines for evaluation at several research 
farms in Canada and the US. Each year 
Agriculture and Agri-Food Canada’s (AAFC) 
Cereal Research Centre (CRC) enters a 
small number of advanced breeding lines 
into the program, which are then randomly 
assigned to test plots and grown alongside 
American lines at several research farms 
throughout Canada and the US. 


A broad sample of HRSWURN data from 
the northern plains region was used to 
estimate (a) whether Canadian and 
American HRS wheat lines differ in both 
yield and protein content, and (b) the 
magnitude of the difference. Summary 
statistics were calculated for the yield and 
protein content of Canadian and American 
samples spanning several years at five 
research farms — St. Paul, Minnesota (MN); 
Crookston, MN; Morris, MN; Williston, North 
Dakota; and Swift Current, Saskatchewan. 
In addition, two statistical procedures were 
employed to test the equality of mean, and 
median, yield and protein content of 
Canadian and American HRS wheat lines at 
each research location. 


Canada 


WHEAT QUALITY 
ASSURANCE 
IN CANADA AND THE U.S. 


This analysis did not undertake 
an assessment of the system of 
quality evaluation that is in 
place for spring wheat in either 
country. It is recognized that 
each country has different 
quality evaluation mechanisms 
in place and that new wheat 
varieties are subject to rigorous 
evaluations in both countries. 


The Canadian System 

In Canada, the federal 
government regulates grain 
classification and grading 
through the Canada Grain Act and the 
Seeds Act. The Canada Grain Act provides 
the CGC with the power to “establish and 
maintain standards of quality for Canadian 
grain and regulate grain handling in 
Canada, to ensure a dependable commodity 
for domestic and export markets.” The 
CGC maintains a broad set of quality 
standards for each class of wheat in its 
annual Grain Grading Guide, including 
minimum protein requirements for premium 
grades of wheat. The Seeds Act helps the 
CGC maintain these standards by regulating 
the import, export and sale of seed of non- 
registered varieties in Canada. 


The Canadian Food Inspection 

Agency (CFIA) is responsible for the 
registration of wheat varieties for production. 
It takes roughly ten years to develop a new 
wheat variety for production in Western 
Canada, where 95% of Canadian wheat is 
grown.° The final stage of the registration 
process involves at least three years of 
nursery trials at various breeding centres 
across Canada, the recommendation of a 
CFIA approved recommending committee, 
and the final approval of the CFIA.* In order 
to be considered for final approval, new 
varieties must be “equal to or better than” a 
benchmark set by a group of three to five 
varieties for “agronomic performance, end- 
use Suitability, and response to diseases.”° 


In Western Canada, wheat is classified 
according to visual characteristics (size, 
shape, and colour), with each class of wheat 
having its own unique visual profile. 

Known as KVD, this requirement provides a 
low-cost, efficient basis for segregating 


4 Government of Canada, Canada Grain 
Act (Ottawa: 2002), Article 11. 


3 Meristem Land & Science, Canada in the Big 
Picture: Wheat Breeding Report (2004), 22. 

* Ibid, 23. 

> Ibid, 22. 
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wheat classes in the bulk handling system. 
To prevent non-registered varieties with the 
CWRS kernel type but different quality 
parameters from compromising the integrity 
of the CWRS class as it moves through the 
bulk handling system, non-registered 
varieties are only eligible for the lowest 
possible grade for wheat, CW Feed, 
regardless of their quality profile. The 
presence of non-registered varieties beyond 
defined grade tolerances in a CWRS 
shipment will cause that shipment to be 
downgraded to the CW Feed grade. 


The American System 

In the US, on the other hand, the federal 
government does not maintain a compulsory 
wheat classification system based on 
specific end uses. However, minimum 
standards for wheat are defined in the US 
Grain Standards Act. This legislation is 
largely concerned with defining minimum 
thresholds for damaged kernels and foreign 
materials for a number of grade increments, 
leaving other quality and agronomic 
considerations to the discretion of the 
market and state regulatory authorities. 


The US federal government also plays an 
important role in quality assurance. Four 
federal USDA-ARS (Agricultural Research 
Service) Wheat Quality Laboratories 
evaluate breeding lines for the respective 
market classes in which they specialize to 
ensure agronomic and end-product quality 
characteristics are maintained or improved. 
Both public and private breeding programs 
may freely submit samples to these labs for 
quality evaluation. Despite the voluntary 
nature of this program, over 95% of all HRS 
varieties in production in the US have been 
rigorously evaluated for quality at one of 
these Laboratories. At the state level, 
agricultural experimental stations and 
various state authorities play a role in 
approving the release of new varieties, and 


St. Paul ¢ : 


quality data from various 
sources are very important to 
local approval processes.° It is 
important to note, however, 
that variety approval processes 
in the US are not government 
mandated—a breeder may, if 
he wishes, release a variety 
without government consent. 


Uncertainty Over Impact 

of KVD Requirements 
Canadian wheat breeders face 
several requirements that can 
each have an impact on the 
yield potential of their lines. 
Each Western Canadian wheat 
class has a unique set of 
agronomic, disease-resistance, 
and end-use quality standards that must be 
met or surpassed in monitored breeding 
trials before a new line will be considered for 
registration by the CFIA. 


Historically, Canada’s reputation for high 
quality wheat has been sustained by 
legislative initiatives aimed at guaranteeing 
the excellent milling quality of Canadian 
HRS wheat. However, there exists a trade- 
off between quality and quantity in wheat 
production, as certain quality parameters, 
such as protein content, are inversely 
related to yield. Recent improvements in 
baking technology have lowered the wheat 
quality standards required for bread 
production, which has led some to charge 
that Canada’s quality standards are 
sacrificing too much yield potential. 


Further complicating this matter is the 
potential yield cost of KVD. This ‘visual 
distinguishability’ requirement does not exist 
in the US, Canada’s biggest competitor in 
wheat markets, putting Canadian wheat 
breeders at a competitive disadvantage (all 
other factors remaining the same) relative to 
their American counterparts. The potential 
cost of KVD is largely one of opportunity. 
Firstly, Canadian breeders must expend a 
significant amount of time incorporating this 
requirement into their lines—time which 
could otherwise be devoted to improving 
yield or other performance measures. 
Secondly, promising lines are occasionally 
discarded on the basis of their appearance 
alone. And thirdly, KVD inhibits the 
adoption of improved lines from the US, 
since they are not bred for KVD and are 
therefore typically ineligible for registration 
in the milling classes of Western Canadian 
wheat. 


° Much of this brief overview of the US quality 
assurance system was provided by Dr. David 
Garvin, Research Geneticist, USDA-ARS and 
Coordinator of the HRSWURN nursery program. 


The complex relationship between yield, 
quality, and the environment makes it 
difficult to isolate the specific yield cost of 
KVD. According to Dr. Oleson, the lost yield 
potential in the CWRS class that is 
attributable to KVD appears to be less than 
5%. For other classes of Canadian wheat, 
however, the cost may be higher. He also 
notes, “As a rule of thumb, for current 
CWRS wheat varieties, it is generally 
accepted that, given time, if the protein were 
lowered by 1%, all else staying the same, 
yield could be increased by 10%.”” 


THE HRSWURN PROGRAM 
AND DATASET 


HRSWURN, administered by the USDA, is a 
cooperative nursery program among public 
and private sector wheat breeders (including 
AAFC) that evaluates advanced breeding 
lines at multiple locations in Canada and the 
US as illustrated in the attached map. Itis a 
voluntary program that can also be used as 
a vehicle for germplasm sharing among 
breeders. The program is coordinated by a 
research geneticist who is an employee of 
the USDA-ARS. Advanced lines for testing 
are chosen by the participating scientists, 
not the USDA-ARS. It should be noted that 
there is no intent to compare Canadian and 
US varieties per se under this nursery 
program as would be the case under a 
variety testing program. However, individual 
breeders may use the data on their 
promising lines in support of a potential 
variety release. 


Limitations of the Data 

The HRSWURN dataset provides a basis 
for comparing the yields of Canadian and 
American wheat lines. While it represents 
an improvement over other more aggregate 
datasets, some limitations still remain. The 
current analysis was undertaken to compare 
promising Canadian and American HRS 
wheat lines — the ones that are relatively 
well-tested and are either currently 
registered or are likely to be approved for 
production. In such an analysis, the 
preference is to base statistical tests on a 
representative sample of the entire 
population of such lines in Canada and the 
US, accounting for the full range of diversity 
within the class of HRS wheats itself, as well 
as the multitude of efforts from a large 
cross-section of breeding programs in each 
country. 


Limitation 1: End-Use Class 

Information Not Available 

Unfortunately, the HRSWURN sample does 
not meet this idealized standard. Most of 
the wheat lines entered in the HRSWURN 


g Oleson, Supporting Analysis: Expert opinion. 


program are in the late stages of the 
breeding process, and have thus not yet 
entered the production chain in either 
country. This fact severely limits the 
amount of information that can be inferred 
about each particular entry in the 
HRSWURN program. In most cases, there 
is only enough information to determine the 
wheat line’s breeding program, from which 
its country of origin can be determined. 
While each HRSWURN entry falls under the 
broad HRS type, in most cases it is difficult 
to determine which particular class it would 
be registered into. In Canada, HRS 
varieties are sub-divided into three classes: 
CWRS, Canada Prairie Spring, and Canada 
Western Extra Strong; while in the US, HRS 
varieties are sub-divided into three classes 
as well: Dark Northern Spring, Northern 
Spring, and Red Spring. While it is 
reasonable to assume that entries in the 
HRSWURN program reflect the relative 
importance of each HRS class to each 
country, the assumption that the samples 
from Canada and the US contain a similar 
composition of higher quality and lower 
quality HRS lines may not hold. As a result, 
the statistical analysis cannot rule out the 
possibility that an observed yield or protein 
difference between the two countries may 
simply reflect different marketing 
considerations. For example, a sample 
from one country might have lower average 
yields simply because it contains a higher 
percentage of high-quality bread wheat, a 
fact that should be reflected in higher 
protein levels for that country as well. 
Consequently, it is difficult to isolate the 
potential yield cost of KVD with this data. 
However, given prior research results on the 
nature of the protein-yield tradeoff, it is 
plausible to use observed yield and protein 
differences to infer what part of a yield 
difference (if any) might be attributable to 
factors other than protein. 


Limitation 2: Limited 

Canadian Participation 

Another limitation of the HRSWURN dataset 
is that the Canadian sample is not 
representative of all breeding programs in 
the country, since AAFC is the only 
Canadian participant in the program. While 
in recent years private breeding programs 
have become more important to the 
Canadian wheat economy, AAFC varieties 
still account for roughly 82.5% of all seeded 
acreage of CWRS (Canada’s dominant HRS 
class) on the prairies.° Therefore, it is 
important to note that the statistical 
inferences drawn by this study are based 
solely on the efforts of AAFC breeding 


: Canadian Wheat Board, 2004 Canadian Wheat 
Board Variety Survey, 2004, 
<http://www.cwb.ca/en/growing/variety_survey/pdf 
/2004_variety_survey.pdf> (2 July 2005). 


programs. However, AAFC is still the 
dominant player in the Canadian HRS 
market, and thus for practical purposes this 
sample will continue to be simply referred to 
as Canadian. 


The US sample, on the other hand, contains 
a diverse mix of public- and private-sector 
submissions. Publicly-funded US 
contributors include the University of 
Minnesota, North Dakota State University, 
Washington State University, South Dakota 
State University, Montana State University, 
and Idaho State University. Among the 
largest US private-sector HRSWURN 
participants are Western Plant Breeders, 
Agripro Wheat, and Trigen Seed. The US 
sample therefore appears to contain entries 
from a sufficient cross-section of US 
breeding programs to constitute a fairly 
representative sample of all US HRS wheat 
lines. 


DATA ANALYSIS 


The entire HRSWURN sample contains a 
total of 1275 yield and protein observations, 
109 of which are from Canadian-made HRS 
wheat lines, spanning the period from 1995 
to 2004 inclusive.? This sample was divided 
into five sub-samples by research farm, and 
then further subdivided by country of origin 
(Canada or US). The summary statistics for 
the yield and protein content of Canadian 
and US entries at each location are 
presented in Tables 1 and 2, respectively. 


The summary statistics seem to confirm the 
conventional wisdom that HRS yields are 
higher in the US, but that protein content is 
higher in Canada. The mean yield of US 
lines is higher at four out of five research 
farms, while the mean protein content of 
Canadian lines is higher at four out of five 
locations. Median yield and protein content 
show similar patterns. The weighted 
average yield of Canadian and American 
lines is 49.73 bu/ac and 51.56 bu/ac, 
respectively — a difference of 1.83 bu/ac. 
The weighted average protein content of 
Canadian and American lines is 15.10% and 
14.68%, respectively — a difference of 0.417 
percentage points. 


In addition, two statistical procedures (the 
Wilcoxon rank sum and two-sample t-test) 
were employed to formally test the observed 
differences at each location for statistical 
significance. At the 90% confidence level, 
both of these tests revealed a statistically 
significant Canadian protein advantage at 
three out of five locations. However, the 
Wilcoxon test found a statistically significant 
US yield advantage at only one location 


° The Williston and Swift Current locations did not 
report results in some years during this period. 


TABLE 1: SUMMARY STATISTICS FOR YIELD OF SELECTED HRSWURN ENTRIES, 
Canada US Canada US Canada US Canada US 


es ken a aoa Nene ee Sa St cent i Sheet SNA ene Soa Sc Re yield (bushels per acre)................ 


| 48.65] 51.06 | 54.77 
| 48.70 | 52.15] 53.45 | 61.50] 51.00 | —48.40/ 51.40 | 41.60] 44.50 | 
Standard Deviation 20.08| 1563 | 19.65] 18.65 | —16.89| 16.81 | 10.30| 12.32 | 14.23] 16.76 | 
Minimum | 25.80] 17.00 | 17.20| 21.00 | 18.40] 19.90 | —29.10[ 29.70 | 26.90 


26 285 26 286 23 257 19 183 15 155 


TABLE 2: SUMMARY STATISTICS FOR PROTEIN CONTENT OF SELECTED HRSWURN ENTRIES, 
BY RESEARCH FARM AND WHEAT LINE’S COUNTRY OF ORIGIN 
st Paw mn | Crookston, MN | Morris, wN___|___Williston, ND_| _ Swift Current, SK _| 
Canada___US 


|Mean | 15.47] 14.91 | 48.21, 1479 [1448] 1455 [16.55] 15.78 | 13.35] 12.98 | 
[Median | 15.95] 15.30 | 15.40/ 1480 | 44.70| 1450 [| 46.20[ 15.70 | _—'13.30[ 12.50 | 
|Standard Deviation | 1.68[ 1.34 [| 1.00[ 0.85 [462] 104 | 4.37[ 1.20 | 2.38] 2.12, 
[Minimum | 44.60[ 10.10 | 13.30[ 12.50 [4080/1180 | 44.90[ 13.10 [| —*8.70| ~——8.60 | 
Maximum | 17.40] 17.40 | 16.90] 17.80 [ 17.40[ 17.20 | —19.40[ 1860 |  16.40[ 16.60 __ 


26 285 26 286 23 257 


Source: USDA HRSWURN Program, 1995-2004 


(St. Paul), and the two-sample t-test could 
not detect a statistically significant yield 
difference at any location. 


On the other hand, both the summary 
statistics and the formal tests support the 
expected result of a Canadian protein 
advantage. Our best estimate of this 
advantage is the difference between the 
weighted average protein levels of the 
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While our summary statistics point to a ISSN 1207-621X 


noticeable yield advantage for US HRS 
wheat lines over their Canadian 
counterparts, statistical tests suggest that 
the US advantage is negligible. However, 
the tests do not permit us to rule out the 
possibility of a Canada-US yield difference 
entirely. Our inability to group wheat lines 
according to end-use class has contributed 
to large variances in the Canadian and US 
yield samples, rendering comparisons of 
average yield differences inconclusive. 
Further limiting the power of these tests is 
the large inequality between Canadian and 
US sample sizes. 


The numbers in the summary statistics, 
themselves, strongly support the expected 
result of a US yield advantage, as both 
mean and median US yields are noticeably 
higher at four out of five locations. 
Therefore, if a US HRS yield advantage 
does exist, our best estimate is the 
difference between the weighted average 
yields of the two aggregate country 
samples, which amounts to a 1.83 bu/ac or 
3.68% advantage for US lines. 


Canadian and US samples, which 
amounts to 0.417%. Therefore, if the 10% 
yield for 1% protein tradeoff cited in the 
Oleson KVD study is correct, then the 
observed US yield advantage of 3.68% in 
our sample can likely be fully explained by 
the 0.417% Canadian protein advantage. 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada decreased by 2%, from 2004-05, as increases for dry peas, 
lentils, dry beans, sunflower seed and chickpeas were more than offset by decreases for mustard seed, canary seed and buckwheat. 
Statistics Canada’s (STC) seeded area survey, conducted during May 16 - June 3 and released on June 23, provided seeded area 


estimates for most pulse and special crops by province, but for some 
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of the smaller producing provinces the area seeded has been 


estimated by AAFC. However, in eastern Manitoba seeding was delayed by wet weather and, therefore, the seeded area might be 
lower than estimated during the survey. In general, crop development is slightly behind normal due to seeding delays and lower 
than normal temperatures. Crop abandonment is expected to be higher than normal due to excessive moisture in parts of western 
Canada. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are generally good. It is 
assumed that precipitation will be normal for the growing and harvest periods and that average quality will be normal. 


Total production in Canada is forecast to decrease by 9%, 
increase by 2% to 5.94 Mt, as higher carry-in stocks more t 
forecast to increase moderately due to stronger demand. Carry- 
types, grades and markets, are forecast to increase for chickpeas, 
and sunflower seed, and be the same for dry peas and buckwheat. However, 
problems. The main factor to watch is precipitation and t 


from 2004-05, to 4.75 million tonnes (Mt). Total supply is expected to 
han offset the decrease in production. Exports and domestic use are 
out stocks are expected to decrease. Average prices, over all 
mustard seed and canary seed, decrease for lentils, dry beans 
prices are expected to be sensitive to any production 
emperatures during the summer and fall in Canada. Other factors to 


watch are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and 
growing and harvest conditions in major producing regions, especially United States, European Union, Turkey, India and 


Australia. 


DRY PEAS 

For 2005-06, production and supply are 
forecast to decrease as a 2% rise in seeded 
area is more than offset by lower trend 
yields. Production is expected to decrease 
for yellow, green and other types. World 
supply is expected to be relatively stable at 
12.7 Mt, but use is forecast to increase 
slightly, resulting in lower carry-out stocks. 
Canadian exports and domestic use are 
expected to increase slightly due to stronger 
demand in both food and feed sectors. 
Carry-out stocks are forecast to decrease, 
with a s/u of 13%. The average price, over 
all types, grades and markets, is forecast to 
be the same as in 2004-05, in line with the 
relatively stable world supply. 


LENTILS 

For 2005-06, production is forecast to 
decrease slightly, as a 10% rise in seeded 
area is more than offset by lower trend 
yields. Production is forecast to decrease for 
large, medium and small green types, but 
increase for the red type. Supply is expected 
to increase as higher carry-in stocks more 
than offset lower production. World supply 
is forecast to increase by 6% to 

4.1 Mt due to higher carry-in stocks. 
Although world use is expected to increase, 
carry-out stocks are forecast to rise. 
Canadian exports are expected to increase 
due to higher demand. Carry-out stocks are 
forecast to rise, with a s/u of 33%. The 
average price, over all types and grades, is 
forecast to only decrease slightly from 2004- 
05, as pressure from higher world supply is 
mostly offset by support from higher average 


quality. 


DRY BEANS 

For 2005-06, production and supply are 
forecast to increase significantly, due to a 
20% rise in seeded area, lower abandonment 
and higher trend yields. Production is 


expected to increase for all classes, including 
white pea, pinto, black, dark and light red 
kidney, cranberry, Great Northern, small red 
and pink. US production is forecast to 
increase by 37% to 1.07 Mt, while supply 
increases by only 10% to 1.15 Mt due to low 
carry-in stocks. Canadian exports are 
forecast to increase due to higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 6%. The average price, over all 
classes and grades, is forecast to decrease 
due to the higher supply. 


CHICKPEAS 

For 2005-06, production and supply are 
forecast to increase, as a 65% higher seeded 
area and lower abandonment more than 
offset lower trend yields. Production is 
expected to increase mainly for the large 
kabuli type, with smaller increases for the 
small kabuli and desi types. World supply is 
expected to increase marginally to 8.9 Mt. 
Canadian exports are forecast to increase 
due to the higher supply. Carry-out stocks 
are expected to increase, with a s/u ratio of 
12%. The average price, over all types, 
grades and sizes, is forecast to increase due 
to higher average quality. 


MUSTARD SEED 

For 2005-06, production and supply are 
forecast to decrease because of a 31% fall in 
seeded area and lower trend yields. 
Production is expected to decrease for all 
types, yellow, brown and oriental. Exports 
are forecast to rise due to higher demand and 
carry-out stocks are forecast to decrease, 
with a s/u ratio of 63%. The average price, 
over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2005-06, production and supply are 
forecast to decrease significantly due to a 
43% fall in seeded area. World supply, 


90% of which is in Canada, is forecast to 
decrease by 6% to 380,000 t. Canadian 
exports are expected to increase due to 
higher demand and carry-out stocks are 
forecast to decrease, with a s/u ratio of 55%. 
The average price is forecast to increase 
slightly because of the lower supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
forecast to increase due to a 26% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for both types, confectionery and 
oilseed. US supply is forecast to increase by 
49% to 1.63 Mt. World supply is expected 
to increase by 5% to 28.6 Mt. Canadian 
exports and domestic use are forecast to 
increase because of the higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 6%. The average price, over 
both types and all grades, is forecast to 
decrease because of the higher supply in US 
and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production and 
supply are forecast to increase, as a lower 
seeded area is more than offset by lower 
abandonment and higher trend yields. 
Exports are forecast to increase and carry- 
out stocks are expected to be negligible. The 
average price is forecast to be the same as in 
2004-05, in line with a relatively stable 
world supply. 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION June 28, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha Tie SUP RN Ee A Se Se thousand metric tonnes - - -- --------------- $/t 

Dry Peas 
2001-2002 1,344 1,285 157 2,023 27 2,245 1,381 589 Z1O 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 1271 1.67 2,124 24 2,458 1,316 937 205 es, 
2004-2005f 1,388 1,345 2.48 3,338 25 3,568 1,900 1,068 600 125-135 
2005-2006f 1,410 1,365 2.10 2,870 252) 3,495 1,950 1,145 400 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 r¢ 1,006 530 326 150 305-315 
2005-2006f 860 810 1.16 940 5 1,095 570 255 270 290-320 
Dry Beans 
2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 107 80 445 
2003-2004 167 167 213 356 31 467 344 83 40 495 
2004-2005f 163 126 eh 220 30 290 223 62 5 650-660 
2005-2006f 196 188 1.84 345 30 380 290 70 20 510-540 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 Pe 130 74 36 20 330 
2004-2005f 47 39 131 i 5 76 35 36 5 375-385 
2005-2006f 77 70 1.14 80 5 90 45 35 10 400-430 
Mustard Seed 
2001-2002 166 158 0.66 105 3 219 171 n/a 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005f CHINE 304 1.00 305 2 399 130 79 190 290-300 
2005-2006f 218 209 0.81 170 2 362 145 rere 140 310-340 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 251 243 0.93 226 0 246 168 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 175 Sf 155 225-235 
2005-2006f 204 194 0.95 185 0 340 180 40 120 225-255 
Sunflower Seed 
2001-2002 ie 67 ieoo 104 29 179 92 65 2 355 
2002-2003 100 95 1.65 157 21 200 105 60 30 440 
2003-2004 119 15 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 485-495 
2005-2006f 110 102 1.47 150 VS 170 85 Tho) 10 370-400 
Buckwheat 
2001-2002 16 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 a2 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 tet 10 1 14 5 t 2 355 
2004-2005f 9 7 0.71 5 1 8 3 5 0 350-360 
2005-2006f 6 i, 1.14 8 1 9 4 5 0 340-370 
Total Pulse And Special Crops (‘c) 
2001-2002 3,131 2,993 in2o 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1216 2,788 130 3,582 1,739 1,220 623 
2003-2004 2,797 2,732 ips) 3,680 81 4,384 2,492 1,403 489 
2004-2005f 3,136 2,948 1.78 5,234 95 5,818 3,036 1,672 1,110 
2005-2006f 3,082 2,945 1.61 4,748 83 5,941 3,269 1,702 970 


(a) August-July crop year. 

(b) Excludes products. 

(‘c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, June 28, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada (STC) estimates that Canadian farmers seeded about 26 million hectares (mIn ha) of grains and oilseeds in 
the spring of 2005, unchanged from the previous year. Area has shifted from non-durum wheat, barley, corn, soybeans and 
summerfallow into durum, oats, flaxseed and canola. Based on these STC estimates, Agriculture and Agri-Food Canada 
(AAFC) forecasts that total production of grains and oilseeds in Canada in 2005 will decline by 5% from 2004, to 60 million 
tonnes (Mt). Western Canadian production is forecast at 45.7 Mt, down 5%. The decline is due to expectations of lower yields 
compared to the above-normal levels achieved for most crops in 2004, as well as increased levels of abandonment in parts of 
western Canada due to excess moisture. Trend yields and normal crop quality have been assumed for both western and 
eastern Canada. In parts of the Prairies, seeding was not completed due to wet conditions, with an estimated 0.6 to 0.8 min ha 
(2- 3%) not seeded. As the STC survey was completed by June 3, at which time most farmers would have expected to complete 
seeding all intended area, the STC seeded area estimate may be high, and could be reduced in the STC August 26 production 
estimate. Precipitation since April 1 has been average to well-above average across western Canada. 
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Despite lower production, total grain and oilseed supplies for 2005-06 are expected to rise by 2% due to larger carry-in stocks. 
Total Canadian exports of grains and oilseeds are forecast to increase by 10%, due to higher supply and better quality, 
particularly for wheat and canola. Canadian prices for all grains and oilseeds will remain pressured by lower world prices and 
the relatively strong Canadian dollar, although the oilseed price outlook has strengthened since last month. Factors to watch 
are: Chinese import demand, growing conditions in the major grain trading regions, EU grain export subsidy levels, ocean 


freight rates and the Canada 


WHEAT (ex-durum) 

For 2005-06, production is forecast to fall 
by 9% due to lower seeded area, increased 
abandonment and a return to lower trend 
yields. This, however, will be largely offset 
by higher carry-in stocks, with supply 
expected to decline by only 4%. The 
carry-in stocks are expected to largely 
consist of low quality wheat due to the 
poor quality of the 2004 crop, so that 
wheat feeding in 2005-06 is expected to 
remain historically high. Assuming normal 
weather this summer, the 2005 crop quality 
should return to normal, increasing 
supplies of high quality wheat. As a result, 
exports are forecast to rise by 1 Mt, with 
carry-out stocks expected to fall by about 
19%. The Canadian Wheat Board (CWB) 
June Pool Return Outlook (PRO) for No.1 
CWRS wheat was raised slightly from 
May, but remains lower than for 2004-05, 
due to expected higher supply, with 
projected returns for lower quality wheat 
unchanged to slightly higher than last year. 


DURUM 

Production is forecast to decline by 3%, 
with increased area more than offset by 
lower yields and higher abandonment. 
Total supply is forecast to rise by 10%, 
however, due to a 48% increase in carry-in 
stocks to a record 2.65 Mt. Exports are 
expected to rise by 9% due to larger 
supplies of high quality durum and 
increased export demand resulting from 
dryness in the Mediterranean region. 
However, carry-out stocks are projected to 
increase by a further 17%, to 3.1 Mt. The 
CWB PRO for 2005-06 is up slightly from 
last month, but remains below 2004-05, 
largely due to the increased supply in 
North America. 


BARLEY 

Production is forecast to decrease by 7% 
due to lower seeded area and yields. Total 
supply, however, is projected to increase 
slightly, due to higher carry-in stocks 
resulting from the large production of low- 
quality barley in 2004-05. Exports are 


S exchange rate. 


expected to increase by 25%, due to higher 
supplies of malting quality barley and less 
competition in overseas feed markets. 
Carry-out stocks are expected to decrease 
by 16%. The average off-Board price of 
feed barley is forecast to be the same as 
2004-05. Malting barley prices will be 
pressured by higher world production, with 
the CWB PRO for Special Select 2-row 
down by $6/t from 2004-05 to $174/t. 


OATS 

Production is expected to decline by 3%, 
as lower yields more than offset higher 
area. Total supply, however, is expected to 
rise by 4% as higher carry-in stocks more 
than offset the lower production. Carry-in 
stocks are forecast to rise due to below- 
normal exports in 2004-05 related to the 
poor quality of the crop and the weakness 
in US demand. Exports are forecast to rise 
by 0.2 Mt due to larger supplies and 
improved crop quality. Carry-out stocks 
are expected to return to a near-normal 
level. Oat prices are forecast to decline, 
with a smaller premium for milling oats. 


CORN 

Production is expected to decline by 5% 
due to lower seeded area and yields. This 
is expected to be partly offset by a 13% 
increase in imports, following lower corn 
production in eastern Canada and lower 
feed wheat and barley production in 
western Canada. Food and industrial use is 
forecast to rise, due to increased ethanol 
production. Prices are expected to remain 
pressured by low US corn prices. 


CANOLA 

Production is forecast to decline slightly, 
with a 9% rise in harvested area more than 
offset by lower yields. Total supply is 
forecast to rise sharply, to the 3" highest 
level on record, because of burdensome 
carry-in stocks. Domestic crush and 
exports for 2004-05 remain pressured by 
sharply higher world oilseed supply. In 
2005-06, domestic crush and exports are 
forecast to increase slightly but will remain 


pressured by large world soybean and palm 
oil supplies. Carry-out stocks are projected 
to rise to slightly under the record high set 
in 1999-00. Prices are projected to increase 
slightly due to higher world soybean and 
soyoil prices. 


FLAXSEED (excluding solin) 
Production is forecast to rise sharply due to 
a 19% rise in seeded area, lower 
abandonment and higher yields. Total 
supply is expected to rise at a slower pace 
as low carry-in stocks moderate the higher 
output. Exports are projected to return to 
near normal levels as a result of increased 
supplies, stable EU and US demand, high 
crude oil prices and lower flaxseed prices. 
Total domestic use is forecast to rise to 
normal in 2005-06. Carry-out stocks are 
forecast to double but are not expected to 
be burdensome. Prices are forecast to 
decline to historically normal levels. 


SOYBEANS 

Production is forecast to decline slightly as 
a rise in projected harvested area is offset 
by lower yields. Supplies are expected to 
rise to a record 3.7 Mt as higher carry-in 
stocks more than offset the drop in output 
and imports. Domestic crush is forecast to 
increase on support from stronger crush 
margins while exports are expected to 
maintain the record pace of 1.0 Mt. Carry- 
out stocks are projected to fall, but remain 
historically high. Prices are forecast to rise 
slightly due to higher US prices. 


FURTHER INFORMATION: 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION June 28, 2005 


Grain and Area Imports Total Exports Food and Feed, Waste Total Dom- Carry-out Average 
Crop Seeded Harvested Yield Production  (b) Supply (c.) Ind. Use (e) & Dockage — estic Use Stocks Price (f) 
(a) ----=----- 000 ha------ tha ------------------------ thousand metric tonnes- - - - - - ------------------ $/t 

Durum 

2003-2004 2,483 2,459 1.74 4,280 l 5,900 3,427 aoe 220 684 1,788 224.2 1 

2004-200S5f 2,230 2,141 2.32 4,962 1 6,751 3,200 255 426 901 2,650 202 ee 

2005=2006f — 2:280" (2575 ~ 2:21 4,800 l 7,451 3,500 260 391 851 3,100 195 

Wheat Except Durum 

2003-2004 8,179 8,009 2.41 19272 NG 23.5950 12800 21S B22 6,804 4,292 206.03 

2004-2005f *Si11t 27,7227 2:71 20,898 bee 5201 11,650 2,10 4,691 $2251 5,300 186 * 

2005-2006f 7,943 7,475 2.54 19,000 10 54:24.310 9 432,700 2,800 3,700 TSHR 4,300 LS4ie* 

All Wheat 

2003-2004 =10,662 10,467 2.25 Je ey Same O29 Selo 27 D.OZ 3,442 7,488 6,080 

2004-2005f 10,340 9,862 2.62 25,860 Pa SNe) 14,850 33,020 Seb L7 9,153 7,950 

2005-2006f 10,223 9,650 2.47 23,800 Tiea sie 6) 16,200 3,060 4,091 8,161 7,400 

Barle 

2003-2004 5,046 4,446 2.77 12,328 36 =: 13,838 2,445 298 8,579 9,291 23402 135.80 

2004-200S5f 4,678 4,050 3.26 13,186 100 15,388 2,000 300 9,553 10,288 3,100 105-115 

2005-2006f 4,580 3,990 3.09 123320 30. = 15,450 2,500 380 9,565 10,350 2,600 100-120 

Corn 

2003-2004 [2 OS lee 20 emo 9,587 2,108 12,805 346 2,415 8.890 11,317 1,143 137.18 

2004-2005f 1,185 1,072 8.24 8,836 2,400 12,378 150 2,650 8,463 11,128 1,100 95-105 

ee Lal eel O00 ee ey 8,400 2,700 12,200 150 2,700 8,435 L150 900 90-110 
ats 

2003-2004 Ze AS ome 2. OF 3,691 19 4,234 i aie! 140 1,581 1,888 788 136.65 

2004-200S5f 1,995 1,315 2.80 3,683 2S 4,496 1,500 130 1,574 1,896 1,100 125-135 

2005-2006f 2,019 1,395 2.55 3,560 15 4,675 1,700 170 L710 2,075 900 110-130 

Rye 

2003-2004 246 147s B22 327 0 357 7t 47 60 125 60 104.44 

2004-2005f 284 Meet 2458) 418 ] 479 230 48 109 174 ffs) 70-80 

2005-2006f 228 150.5 Pe2els 325 l 401 160 48 116 181 60 65-85 

Mixed Grains 

2003-2004 241 135) 902-04 384 0 384 0 0 384 384 0 

2004-2005f 220 yes yl 318 0 318 0 0 318 318 0 

2005-2006f 215 120 = 2.83 340 0 340 0 0 340 340 0 

Total Coarse Grains 

2003-2004 DOT0R 529 © 23250 2631752162 31,618 4,519 2,899 19,495 23,006 4,093 

2004-2005f 8,362 6,713 3.94 26,441 2,526 33,060 3,880 3,128 20,018 23,805 SNe 

2005-2006f 8,163 6,745 3.70 24,945 2,746 33,066 4,510 3,298 20,166 24,096 4,460 

Canola 

2003-2004 4,736 4,689 1.44 G7) Lee 243 7,908 3,754 3,390 ! 113 3,545 609 387.04 

2004-2005f 5,319 4,938 1.57 Ug eae VE 8,487 3,300 3,000 ' 417 3,462 1725 300-320 

patter ut D093) 3,510, & 1:40 7,500 150 9.375 3,500 3,200 ! 530 BYI Sh) 2,100 300-340 
axsee 

2003-2004 745 728 =1.04 754 20 903 609 n/a n/a 202 93 382.13 

2004-2005f 728 528 .98 a17 40 650 450 n/a n/a 140 60 475-525 

ens 868 830 =: 1.20 1,000 20 1,080 700 n/a n/a 255 125 320-360 
oybeans 

2003-2004 LOS Peel 047. 217 2,268 587 3,000 914 1,500 ! 319 1,947 140 395.04 

2004-2005f 1,229 1,178 2.59 3,048 450 3,638 1,000 1,500 ! 488 2,113 525 225-265 

2005-2006f 1,207 1,200 2.46 2,950 250 3,125 1,000 17500 465 2325 400 240-280 

Total Oilseeds 

2003-2004 6,531 6,464 1.5 9,794 850 11,811 Sh n/a n/a 5,69 841 

2004-2005f 7,277 6,643 1.70 11,293" 6407 12,774. 4,750 n/a n/a S115 2,310 

2005-2006f 7,668 7,400 1.55 11,450 420 14,180 20 a n/a Rea 2,625 

Total Grains And Oilseeds 

2003-2004 26,263 24,461 2.44 59,063. 93;029 08 12,7245 eee n/a n/a 36,187 11,014 

2004-2005f 26,038 23,219 2.74 63,995. 3,178 77,787, 23,480 n/a n/a 38,672 15,635 

2005-2006f 26,053 23,795 2.53 60,195 33177 79,007 25,910 n/a n/a 38,612 14,485 


8} August - July crop year except corn and soybeans which are September - August. 

Excludes imports of products. , 

c.) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

d) Total = F&I + FWD + Seed Use Ae 

e) Industrial use excludes flaxseed due to data confidentiality. é 
Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final Ha I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats ee No. 2 Heavy, CBoT nearby futures); 
Bee 0.2 Canada, Elevator bids at select western delivery eee Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 
Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - May 26, 2005 
** CWB PRO - June 23, 2005 ; , ' 

" Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - June 28, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES June 27, 2005 


This week | Last week Year ago 
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| Truro,NS_—_— Truck via Halifax 
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em 2 EE a PS oh eal ae ee 
Me aa ae mL Seon eee Len see i] 
a Oe eee ee eT See eS ae ee 

ae ee ee ey ee 
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To: Montreal, QC Track Ee rae ed ae Ee 
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(From: Hamition ON i ii" ait Scie Te Raa | RED NIN a 265 81g a ulnt 24997 |e 230 co LES ORES 
To: Montreal, QC OTe a ee eee Len eT 
Track i SE ed Cae Pe ee 
Seer yNS aes Sets Track iS aS ee 
Track / Truck via Sydney 552) Ribot Nes eee | 9035074 Nae) me 528.000 Ms) andss Stee | 610.81 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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Ukraine is one of the major grains and oilseeds producers in the world. As such, Ukraine has the potential to affect the 
markets for agricultural commodities as it did in 2001 and 2002 when world wheat prices were unexpectedly pressured 
by a substantial amount of low priced wheat from Ukraine. Since then, commodity traders have been careful not to 
overlook the potential for a similar occurrence when formulating their price forecasts. This issue of the Bi-weekly 
Bulletin looks at the situation and outlook for Ukraine’s grains and oilseeds sector, and examines the implications for 


Canada’s grains and oilseeds sector. 


BACKGROUND 


Economy 

Ukraine is well positioned in terms of its 
endowment of natural resources and the 
potential for exploiting those resources. 
Specifically, it is the rich farmlands that 
characterize its steppe that have long been 
considered the “breadbasket” of Eastern 
Europe, producing much of the wheat, corn, 
barley, rye, and sunflowers grown in the 
region. 


Ukraine also holds large reserves of minerals 
and important sources of power for its well- 
developed industrial base. Some of the best 
known products of its industrial sector 
include machinery, steel, rolled metal, farm 
equipment, building materials, fertilizers, and 
other agricultural chemicals. Western 
Ukraine is largely agricultural, but it has 
significant oil reserves in the areas around 
Drohobych and Boryslav, natural gas near 
Dashava, and coal deposits in the area near 
Novonolynsk. To accommodate some of 
Ukraine’s transportation needs, Odesa is the 
primary port located on the Black Sea for 
receiving and dispatching marine shipments. 


The collapse of the Soviet Union in 1991 was 
largely responsible for the dramatic and 
catastrophic decrease in Ukraine’s economic 
well-being during the 1990s. Between 1990 
and 1999, Ukraine’s Gross Domestic 
Product (GDP) fell by about 60%, with the 
largest annual decrease occurring in 1994 
when GDP fell by about 23%. The first 
evidence of economic recovery appeared in 
2000, and the Ukrainian economy has since 
experienced several consecutive years of 
positive growth, with GDP growth peaking at 
a record 12% in 2004. The improvement in 
Ukraine’s economic performance is largely 
attributed to the ability of Ukrainian 


enterprises to adapt to the realities and 
demands of a market economy. 


However, Ukraine’s economic performance 
ranks well below that of other central 
European countries. In 2003, Ukraine’s real 
per capita GDP was estimated at US$5,200; 
half of that in neighboring Poland and well 
below that in Russia, Turkey and 
Kazakhstan. Ukraine’s low level of per 
capita GDP is suspected of being at least 
partially offset by the existence of a 
significant “unofficial” economy. 


Ukraine’s exports contribute to about 40% of 
its economic activity, which is incidentally 
similar to the situation in Canada. Although 
there is some vulnerability associated with 
Ukraine’s dependence on foreign markets, 
as in Canada, the possibilities for growth are 
virtually limitless. 


Agriculture 

Traditional industrial activity continues to 
contribute to Ukraine’s economy, but it is 
agriculture that has performed particularly 
well in recent years. For 2004, the growth in 
the agricultural sector is estimated at 20%, 
exceeding the growth in the construction 
sector of 18%. 


There are some restrictions to Ukraine’s 
ability to realize economic and financial 
efficiency for its agricultural sector. For 
instance, the number of functioning tractors, 
combines, and field implements continues to 
fall short of what is required. Furthermore, 
artificially depressed prices for farm 
commodities, a product of government 
policy, have resulted in increased farmer 
debt loads and this has made it difficult for 
many farmers to purchase the equipment 
they need for production efficiency. 
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A longer-term consequence of persistently 
low prices is that much of the land currently 
held by small farmers could fall under the 
ownership of large scale operators as small 
farmers are forced to sell off their land to pay 
down debt. The ban on buying and selling 
land is scheduled to be lift in 2005. 


There is also a concern that, should Ukraine 
be successful in gaining membership to the 
World Trade Organization (WTO), it might 
not reap nearly the full benefits they expect 
from acquiring that status. Detractors argue 
that, since 1994 when it first applied for 
membership in the WTO, Ukraine has done 
little to adjust its primary production and 
processing activities to meet world quality 
standards. 


CANADA/UKRAINE TRADE 


In 2004, bilateral trade between Canada and 
Ukraine was CAN$218 million (M), up from 
CAN$144M in 2003. During this period, 
Ukrainian exports to Canada more than 
doubled to CAN$161M, while Canadian 
exports to Ukraine decreased slightly to 
CAN$57M. The largest increase in Ukraine’s 
exports to Canada was that of flat, hot-rolled 
products of iron and non-alloy steel. Some 
of the major Canadian exports to Ukraine are 
textile fabrics, motor vehicles, frozen fish, 
farm equipment, and poultry products. 


At a meeting in April 2004 between Canada’s 
Ambassador to Ukraine, Andrew Robinson, 
and Ukraine’s Minister of Economy and 
European Integration of Ukraine, Mykola 
Derkach, Ukraine emphasized its interest in 
expanding trade relations with Canada on a 
bilateral basis, as well as on a multilateral 
basis, particularly within the framework of the 
WTO. In preparation for potentially joining 
the WTO, Ukraine has already signed 


Canada 


25 agreements with member countries on 
market access. 


Ukraine is particularly interested in attracting 
foreign investment from Canada, especially 
given that general climate for foreign 
investment in Ukraine has improved 
considerably in recent years. On a more 
negative note, Ukraine has experienced one 
of the lowest levels of Foreign Direct 
Investment in Eastern Europe but, with 
recent positive developments in the 
Ukrainian economy, there has been 
increased interest from foreign investors. 


Business Environment 

Privatization and foreign investment has 
proceeded slowly, relative to other former 
communist countries. Ukraine's limited 
progress is attributed to over-regulation and 
state interference, most of which is aimed at 
protecting existing enterprises from domestic 
competition and foreign ownership. Studies 
by the International Monetary Fund and the 
World Bank suggest higher levels of 
corruption in Ukraine than in any other 
nearby country. 


Ukraine’s Seed Market 

Ukraine is a net importer of planting seeds, 
most of which are field crop seeds. Seed 
import procedures are relatively complex but 
not insurmountable if properly coordinated. 
Imports are regulated by several legislative 
acts including the Laws on Seeds, Plant 
Quarantine, Protection of Plant Varieties, 
and Sanitary and Epidemiological Well-being 
of the Ukrainian Population. One time 
permits may also be issued for varieties that 
are not included in the State Register of 
Plant Varieties. 


Ukraine’s imports of field crop sees are, in 
order of value, corn, sunflower, soft wheat, 
rapeseed, barley, sorghum, flax, hard wheat, 
and soybeans. In 2003-2004, Ukraine’s 
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imports of field crop seeds totaled US$40M, 
up from US$18M in 2002-2003. United 
States (US) suppliers have captured about 
9% of this burgeoning seed market by 
capitalizing on the higher Euro relative to the 
US dollar. The Ukrainian hryvnya is 
unofficially pegged to the US dollar, which 
currently makes it easier for the US to 
compete with European Union (EU) suppliers 
despite the higher transportation costs the 
US has relative to its EU competitors. For 
2004-2005, Canada’s exports of field crop 
seeds to Ukraine are forecast at well over 
CAN$80,000, more than triple the 2003-2004 
figure. 


SITUATION 


For 2004-2005, Ukraine produced, as 
estimated by the United States Department 
of Agriculture (USDA), a record 41.5 million 
tonnes (Mt) of its major field crops, 
specifically barley, wheat, corn, oats, and 
sunflower seed. The large crop is attributed 
to a record harvested area and a near record 
yield for the 2004-2005 year. Incidentally, 
Ukraine’s total production of major field crops 
for 2004-2005 is nearly double its 2003-2004 
production which was seriously affected by 
poor growing conditions. 


Wheat 

Ukraine’s wheat, which 
has traditionally been of 
relatively low quality and 
typically destined for the 
feed markets in North 
Africa, the EU, South 
Korea, Israel, the 
Philippines, and Indonesia. 


But there are exceptions. Production 
Imports 
For 2004-2005, Ukraine’s Supply 
wheat production is Exports 
estimated at 17.5 Mt, Feed Use 
nearly five times the Other 
Total Use 


Carry-in Stocks 


Carry-out Stocks 


amount of wheat produced in 2003-2004 
when yields and harvested area were 
dramatically reduced by poor weather. 
Despite a record yield in 2004-2005, 
Ukraine’s wheat production is significantly 
less than in 2001-2002 when Ukraine 
produced a record 21.3 Mt of wheat on a 
record 6.9 million hectares (Mha) of land. 


For 2004-2005, Ukraine’s exports are 
estimated 4.2 Mt, following a disastrous year 
when its exports were virtually non-existent. 
However, exports for 2004-2005 are still 
considerably less than in 2001-2002 and 
2002-2003 when Ukraine exported 5.5 Mt 
and a record 6.6 Mt, respectively. Feed use 
for 2004-2005 is estimated at 2.2 Mt, up from 
0.2 Mt in 2003-2004, and carry-out stocks 
are estimated at 2.7 Mt, up from 1.1 Mt the 
previous year. 


Wheat Exports to Canada 

In 2001-2002 and 2002-2003, which were 
unusually dry years in western Canada, 
about 70,000 tonnes (t) and 150,000 t, 
respectively, of Ukrainian wheat were 
exported to Canada, most of which landed in 
Quebec. Since then, there have been 
virtually no exports of Ukrainian wheat to 
Canada. 
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July-June 
crop year 


2002 2003 2004 2005 
-2003 -2004 -2005 -2006 


Pein craps thousand tonnes............. 


2,961 3,208 )° 1131, 2.680 
20,556 3,600 17,500 18,000 
810 3,365 50 50 
24,327 10,223 18,681 20,730 
6,569 66 4,200 5,000 
4,000 225 2,200 3,300 
10,500 8,801 9.601 10,000 
21,069 9,092 16,001 18,300 
3,258 1,131 2,680 2,430 


2002 
-2003 


2003 
-2004 


5,315 
39,313 
853 
45,481 


10,607 
13,183 
16,080 
39,870 


5,611 


5,611 
22,477 
3,408 
31,496 
3,780 
10,546 


14,331 
28,657 


2,839 


Carry-in Stocks 
Production 
Imports 
Supply 
Exports 

Feed Use 
Other 

Total Use 


Carry-out Stocks 


2004 
-2005 


2,839 
41,450 


Carry-in Stocks 1,324 1,424 796 1,246 

112 Production 10,364 6,850 11,100 8,500 
44,401 Imports 19 39 50 80 
10,655 10,695 Supply 11,707 8,313 11,946 9,826 
13,164.00094,950 Exports 2,883 1,517 4300 4,000 
15.05%04#15.670 Feed Use 5,500 4500 4,700 3,500 
38,867 38,315 Other 1,900 1.500 1,700 1,500 
5,534 4,161 Total Use 10,283 7,517 10,700 9,000 
Carry-out Stocks 1,424 796 §=1,246 826 


* Barley, wheat, corn, oats, and sunflower seed 


Source: USDA-FAS, July 2005 
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October-September 2002 2003 2004 2005 
crop year -2003 -2004 -2005 -2006 


Source: USDA-FAS, July 2005 


Following discovery of two regulated plant 
pests (flag smut and dwarf bunt) in three 
consecutive shipments, the Canadian Food 
Inspection Agency cancelled in December, 
2002 all import permits for Ukrainian wheat 
entering Canada. In 2004, a team of 
Ukrainian plant inspectors came to Canada 
to learn ways and procedures to minimize 
the risk of pests in grain handling. 
Government officials continue to work with 
their Ukrainian counterparts to address this 
issue. 


Barley 

For 2004-2005, Ukraine’s barley production 
is estimated at a record 11.1 Mt, up 
considerably from 6.9 Mt in 2003-2004, when 
barley yields were the lowest in recent 
history. Exports for 2004-2005 are 
estimated at a record 4.3 Mt, nearly triple the 
2003-2004 figure, and carry-out stocks are 
estimated at 1.2 Mt, up from 0.8 Mt in 2003- 
2004. 


Corn 

For 2005-2006, Ukraine’s corn production is 
estimated at a record 8.8 Mt, up significantly 
from 6.9 Mt in 2003-2004. The increase is 
due to a combination of a record yield and 
record harvested area. As a result of record 
supplies, exports are estimated at a record 
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2004 
-2005 


2002 
-2003 


2003 
-2004 


October-September 
crop year 


2.1 Mt, feed use is estimated at a record 
5.3 Mt, and carry-out stocks are also 
estimated at a record 1.6 Mt. 


Oats 

For 2004-2005, Ukraine’s oat production is 
estimated at 1.0 Mt, up slightly from 0.9 Mt 
during the previous year, as improved yields 
more than offset slightly lower harvested 
area. With increased supplies domestic 
consumption is expected to have increased 
accordingly, to 1.0 Mt. Ukraine typically 
exports very little, if any, of oat production. 


Sunflower Seed 

For 2004-2005, sunflower seed production 
in Ukraine is estimated at 3.1 Mt, down from 
4.3 Mt in 2003-2004, as farmers cut back on 
area seeded to sunflower seed. With 
supplies at the lowest level since 2001-2002, 
2004-2005 crush is at 2.9 Mt, down from 
3.2 Mt in 2003-2004. Carry-out stocks, as 
in previous years, are expected to be low. 


OUTLOOK 


Political and Economic Considerations 
The presidential election that occurred in late 
2004 is expected to translate into greater 
political openness and accelerated economic 
reform in Ukraine. Despite the political and 
economic setbacks it has 
experienced over the past 
few years, Ukraine has 
managed to demonstrate its 
potential as an up and 
coming world market. 


2005 
-2006 


Set ese housand tonnes............. 


In terms of Ukraine’s 


Carry-in Stocks 940 832 844 1,554 economic outlook, 
Production 4,180 6,850 8,800 5,500 forecasters are expecting 
Imports 23 0 10 10 the Ukrainian hyvnya to 
Supply 5,143 7,682 9,654 7,064 appreciate against the US 
Exports 811 1,238 2,100 1,100 dollar. Should this occur, 
Feed Use 2,800 4,900 5,300 4,400 depending eu ts 

Other 700 700 _700 700 magnitude ofthe 

Total Use 4,311 6,838 8,100 6,210 

Carry-out Stocks 832 844 1,554 


2003 
-2004 


2002 
-2003 


October-September 
crop year 


Carry-in Stocks 72 
Production 943 925 


2004 
-2005 


40 
1,000 800 


2005 
-2006 


Carry-in Stocks 
Production 
Imports 


Imports aul} ero w 40 me Oi Supply 

Supply 1,028 999 1,040 835 Exports 

Exports 6 9 5 5 Feed Use 

Feed Use 800 800 850 650 Crush 

Other 150 150 _150 150 Other 

Total Use 956 959 1,005 805 Total Use 
Carry-out Stocks 72 40 35 30 Carry-out Stocks 


Source: USDA-FAS, July 2005 
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appreciation, Ukraine’s ability to improve its 
trade balance could be stifled. 


Weather Conditions 

Crop yields in the major growing areas of 
Ukraine appear to have been negatively 
affected by drought, particularly because 
many of the winter cereal crops were at the 
critical heading stage at the time of that 
drought conditions occurred. The situation, 
however, is not expected to be nearly as 
serious as weather conditions during the 
2003-2004 crop year when crop yields and 
harvested area were greatly reduced. 


Supply, Exports and Feed Use 

In Ukraine, feed use is normally about 30% 
of the available supply of its five major field 
crops, i.e., wheat, barley, corn, rye and 
sunflower seed, while exports are about 
20%. Historically, exports have decreased 
to about 10% of the available supply during 
periods of reduced production. 


Feed use for 2005-2006 is forecast at 

12.0 Mt, consistent with the 42.5 Mt of 
available supply of major field crops and 
lower than the levels recorded in 2004-2005 
when supplies were 44.4 Mt. 


For 2005-2006, Ukraine is expected to 
export 10.7 Mt of its major field crops, 
virtually unchanged from the previous year. 
This is about one-quarter of its total 
production of major field crops. Of total 
exports for 2005-2006, wheat and barley are 
expected to account for about 50% and 40%, 
respectively. 


In addition to lower feed use due to lower 
available supplies, carry-out stocks are 

also forecast to decrease to 4.2 Mt, from 

5.5 Mt in 2004-2005. 


25 28 


3,270 4,252 3,050 4,000 
Bat. gee ee eed 
3,276 4,279 3,080 4,021 
338 950 50 590 
83 121 111 100 
2,800 3,150 2,870 3,270 
30 30 30 40 
3,251 4,251 3,061 4,000 
25 28 19 21 


UKRAINE: INTERNATIONAL DEVELOPMENT 


Ukraine is a priority country for AAFC’s international development activities. Canada was a significant contributor to election observation 
missions in 2004. Ukraine is also one of the 25 priority countries identified by the Canadian International Development Agency (CIDA) in 


April 2005. 


AAFC undertook a needs assessment study in Ukraine in October, 2004, identifying a broad range of opportunities for capacity building and 
technical assistance from Canadian expertise, which are currently being reviewed. Two projects are already underway. The Saskatchewan 
Trade and Export Partnership is working with AAFC, with funding from CIDA’s Facility for Agriculture Reform and Modernization program to 


provide irrigation assistance. Secondly, AAFC is developing a generic training module for Business Risk Management support, and Ukraine 
is being used as a case study to help develop that module. 


CIDA is also supporting a Grain Quality and Handling Project, involving the Canadian Grain Commission, which is intended to improve grain 
quality in Ukraine and to implement a system of cash advance loans, through warehouse storage receipts, in order to allow for small farmers 
and large-scale producers to compete on the international market and to expand domestic markets. It is valued at $3.215 million and running 


from 2003 to 2007. 


For more information, contact: 


Dr. Kian Fadaie, Senior Advisor, International Science & Development; Agriculture & Agri-Food Canada, 930 Carling Avenue, 
Room 739 Ottawa, Ontario K1A 0C5; Phone: (613) 694-2315; Fax: (613) 759-1190; E-mail: fadaiek@agr.gc.ca 


Wheat 

For 2005-2006, Ukraine’s wheat production 
is forecast by USDA at 18.0 Mt, up slightly 
from 17.5 Mt in 2004-2005, as increased 
harvested area more than offsets lower yield 
forecasts. Projections for higher carry-in 
stocks further contribute to the increased 
wheat supply expected in 2005-2006. 
Exports are forecast at 5.0 Mt, up from 

4.2 Mt in 2004-2005, and feed use is 
forecast at 3.3 Mt, up from 2.2 Mt in 2004- 
2005. Carry-out stocks are forecast at 

2.4 Mt, down from 2.7 Mt in 2004-2005. 


Barley 

For 2005-2006, barley production is 
forecast at 8.5 Mt, due to significantly lower 
harvested area and yields. The lower 
production figure is expected to more than 
offset high carry-in stocks, resulting in a 
relatively low supply of barley for 2005-2006. 
However, exports are forecast to decrease 
marginally from 4.3 Mt in 2004-2005, to 

4.0 Mt in 2005-2006. Feed use is forecast at 
3.5 Mt, down from 4.7 Mt in 2004-2005 and 
carry-out stocks are forecast at 0.8 Mt, 
down from 1.2 Mt in 2004-2005. 


Ukraine’s barley exports are primarily feed 
quality. In fact, Ukrainian malt producers 
have often complained about shortages of 
high quality malting barley required to meet 
the industry's strict malt specifications. This 
offers some explanation as to why a near 
record 80,000 t of barley is expected to be 
imported by Ukraine in 2005-2006, at a time 
when its barley exports are at a near record 
4.0 Mt. Ukraine’s primary customers for its 
barley are: in order of importance, Saudi 
Arabia; the Middle East (Israel, Syria, 


Jordan); North Africa; Japan; the EU; Iran; 
and Former Soviet Union countries. 


Corn 


For 2005-2006, corn production is forecast 


at 5.5 Mt, down from 8.8 Mt in 2004-2005, 


due to significantly lower harvested area and 


a decline in yields. With lower supplies 
expected for 2005-2006, exports are 
forecast at 1.1 Mt, down from 2.1 Mt, and 
feed use is forecast at 4.4 Mt, down from 
5.3 Mt. Carry-out stocks for 2005-2006 
are forecast at 0.9 Mt, down from 1.6 Mt in 
2004-2005. 


Oats 

For 2005-2006, oat production is forecast 
at 0.8 Mt, down from 1.0 Mt in 2004-2005, 
due to a combination of lower harvested 
area and a decline in yields. With a 
significantly lower supply of oats forecast 
for 2005-2006, feed use is forecast at 

0.7 Mt, down from 0.9 Mt in 2004-2005, but 
carry-in stocks are expected to remain 
virtually unchanged at 0.03 Mt. 


Sunflower Seed 

For 2005-2006, sunflower seed 
production is forecast at 4.0 Mt, up from 
3.1 Mt in 2004-2005 and the 5-year 
average of 3.3 Mt. With the expected 
increase in supplies in 2005-2006, exports 
are forecast at 0.6 Mt, up dramatically from 
0.05 Mt in 2004-2005. Domestic use is 
forecast at 3.4 Mt, up from 3.0 Mt in 2004- 
2005, and carry-out stocks are expected 
to remain virtually unchanged from 
previous years. 


For more information contact: 


Stan Spak, 
Market Analyst 
Phone: (204) 983-8467 
E-mail: spaks@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


The area seeded to grains and oilseeds (G&O) in 2005-06 is estimated to have declined by about 0.6 million hectares 
(Mha) from 2004-05, to 25.5 Mha, as many fields were unseeded in eastern Manitoba because of excessive rain in May 
and June, Although abandonment is expected to be higher than normal in this region, normal abandonment is 
assumed in other regions, and total Canadian harvested area is forecast to rise marginally, to 23.4 Mha. Yields in 
Saskatchewan are forecast to be above-trend due to higher than normal precipitation. Growing conditions are mixed 
across Canada, with crop development ahead of normal across the western prairies but behind normal in eastern 
Manitoba. In eastern Canada, yields are expected to be below trend due to hot temperatures and a lack of moisture. 
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Production of G&O is forecast to decline by 2%from 2004-05, to 62 million tonnes (Mt), as lower expected wheat and 
coarse grain output more than offsets a rise in oilseed Pen Despite lower production, the total supply of G&O 
e 


for 2005-06 is forecast to rise by 5% to the highest lev 


s since 2001-02, due to the largest carry-in stocks in over a 


decade. eam normal growing and harvest conditions, quality is expected to return to normal for 2005-06. As a 


result, total Canadian exports of 


world prices and by burdensome world stocks. Factors to watch are: weather conditions across t 


&O are forecast to rise by 15%. Canadian prices will remain Pierce b 


low 


e US and Canada, 


the severity of disease and insect outbreaks, crude oil prices and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is forecast to 
fall by 7%, due to the lower seeded area, 
with yields expected to be well above 
normal for the second year in a row. 
Supplies are projected to decline only 
marginally, due to the sharp rise in 
carry-in stocks, which are expected to be 
largely of feed quality because of the 
poor quality of the 2004 crop. 
Consequently, feed usage is forecast to 
remain historically high for 2005-06. 
Assuming normal quality, exports are 
forecast to rise by 15% while carry-out 
stocks fall by 18%. The Canadian 
Wheat Board (CWB) July Pool Return 
Outlook (PRO) for No.1 CWRS wheat 
was unchanged from June, remaining 
$3/t below 2004-05. 


DURUM 

Production is forecast to rise slightly 
due to increased seeded area and 
reduced abandonment. Carry-in stocks 
are expected to increase by about 50% 
to a record 2.7 Mt, with total supply 
rising by 16% to a record 7.8 Mt. 
Exports are expected to increase by 16% 
due to increased supplies of high quality 
durum and increased export demand due 
to dryness in North Africa and southern 
Europe. However, carry-out stocks are 
projected to rise by a further 19%, to 

3.2 Mt. The CWB PRO for 2005-06 
declined slightly from June, and remains 
below 2004-05, due to burdensome 
North American supplies. 


BARLEY 

Production is forecast to increase 
marginally as higher yields more than 
offset lower harvested area. Total 
supply is projected to increase by 6%, 
due to higher carry-in stocks resulting 
from the large production of low-quality 
barley in 2004-05. Exports are expected 
to rise by 35%, due to higher exportable 
supplies of malting quality barley and 


less competition in overseas feed barley 
markets. Carry-out stocks are expected 
to remain burdensome. The off-Board 
feed barley price is forecast to average 
$115/t I/S Lethbridge, slightly above 
2004-05. Malting barley prices will be 
pressured by higher world production, 
with the CWB PRO for SS 2-row down 
by $5/t from 2004-05 to $173/. 


OATS 

Production is forecast to decrease 
marginally as lower yields more than 
offset higher area. Total supply, 
however, is expected to rise by 5%, due 
to higher carry-in stocks, which resulted 
from below-normal exports in 2004-05 
related to the poor crop quality. Exports 
are forecast to rise by 0.2 Mt due to 
larger supplies and improved crop 
quality. Carry-out stocks are expected 
to decrease. Oat prices are forecast to 
decline, with a smaller premium for 
milling oats. 


CORN 

Production is forecast to decline by 8% 
as lower yields in Ontario more than 
offset higher harvested area. This is 
expected to be partly offset by a 17% 
increase in corn imports, partly due to 
lower imports of feed wheat and barley 
from western Canada. Food and 
industrial use is forecast to rise, due to 
increased ethanol production. Prices are 
expected to rise by about $10/t from 
2004-05 to average $110/t at the 
Chatham elevator. 


CANOLA 

Production is forecast to increase 
significantly due to increased harvested 
area and yields. Carry-in stocks are 
expected to be sharply higher, so that 
total supply increases to a record 

10.1 Mt. Domestic crush and exports 
are forecast to increase slightly but will 
be pressured by large world supplies of 


soyoil and palm oil. Carry-out stocks are 
projected at a record 2.8 Mt. Prices are 
projected to decrease marginally due to 
higher world canola/rapeseed supplies. 


FLAXSEED (excluding solin) 
Production is forecast to rise sharply due 
to higher havested area and supplies are 
expected to rise by about 75% from the 
frost-reduced level of 2004-05. Exports 
are projected to increase as a result of 
increased supplies, stable EU and US 
demand, high crude oil prices and lower 
flaxseed prices. Total domestic use is 
forecast to rise slightly. Carry-out 
stocks are forecast to almost triple but 
remain within historical norms. Prices 
are forecast to decline to historically 
normal levels. 


SOYBEANS 

Production is forecast to decrease 
slightly as a higher harvested area is 
more than offset by lower yields in 
Ontario. However, domestic supplies 
are expected to increase due to high 
carry-in stocks. Imports are therefore 
forecast to decline. Domestic crush is 
forecast to increase on support from 
stronger crush margins while exports are 
projected to remain unchanged from 
2004-05. Carry-out stocks are expected 
to fall, but remain above average. Prices 
are forecast to rise slightly due to higher 
US prices. 


FURTHER INFORMATION: 
Wheat....... Glenn Lennox (204) 983-8465 
P-IADD socecececnesesserecencs lennoxg@agr.gc.ca 
Coarse Grain........... Joe Wang 983-8461 
Bim AME oc aececscevnersossaes wangjz@agr.gc.ca 
Oilseeds............ Chris Beckman 984-4929 
mI AUN ccoccassencessortases beckmac@agr.gc.ca 
Fred Oleson, Chief ..............0ese0e 983-0807 
FTI cessecescarcecesencsee olesonf@agr.gc.ca 
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Grain and Area Imports Total Exports Food and Feed, Waste TotalDom- Carry-out Average 
Crop Year Seeded Harvested Yield Production (b) Supply (C)) Ind. Use & Dockage estic Use (d) Stocks Price (f) 
(a) eee eee 000 ha--------- UGE |) Game dooiion Serine oe ee thousand metric tonnes- - - - - ------------------- Sit 
Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 220 684 1,788 224.21 
2004-2005p 2,230 2,141 2.32 4,962 1 6,751 3,170 255 406 881 2,700 199 * 
2005-2006f 2,280 2,250 PPA 5,100 1 7,801 3,600 260 541 1,001 3,200 194 * 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,300 PAS 3,222 6,804 4,292 206.03 
2004-2005p 8,169 UWL 2.71 20,898 12 25,202 11,400 2,770 4,762 8,302 5,500 Oven 
2005-2006f 7,750 7,320 2.65 19,400 10 24,910 13,100 2,800 3,700 7,310 4,500 184 * 
All Wheat 
2003-2004 10,662 10,467 BPE 23,552 18 29,295 1S N2i 3,027 3,442 7,488 6,080 
* 2004-2005p 10,399 9,862 2.62 25,860 13 31,954 14,570 3,025 5,168 9,184 8,200 
2005-2006f 10,030 9,570 2.56 24,500 11 SZafalil 16,700 3,060 4,241 8,311 7,700 
Barley 
2003-2004 5,046 4,446 PUT 12,328 36 13,838 2,445 298 8,579 9,291 2,102 135.80 
2004-2005p 4,678 4,050 3.26 13,186 100 15,388 2,000 300 91553 10,288 3,100 112.30 
2005-2006f 4,500 4,010 3.29 13,200 30 16,330 2,700 380 9,845 10,630 3,000 105-125 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 346 2,415 8,890 11,317 detas SNE 
2004-2005p 1,185 AnO72 8.24 8,836 2,400 12,378 150 2,650 8,463 11,128 1,100 100-105 
2005-2006f 1,110 1,090 7.43 8,100 2,800 12,000 150 2,700 S255 10,950 900 100-120 
Oats 
2003-2004 DPX? LESS 2.34 3,691 19 4,234 {| Bher/ 140 1,581 1,888 788 136.65 
2004-2005p 1,995 Us 2.80 3,683 25 4,496 1,500 130 1,574 1,896 1,100 129.8 
2005-2006f 1,960 1,350 2.67 3,600 15 vy Ai) 1,700 170 e750 Pa AVA 900 115-135 
Rye 
2003-2004 246 147 Zee, SZ 0 357 diva 47 60 125 60 104.44 
2004-2005p 284 165 253 418 1 479 230 48 109 174 15 70-80 
2005-2006f 210 150 2s 320 1 396 160 48 111 176 60 70-90 
Mixed Grains 
2003-2004 241 35) 2.84 384 0 384 0 0 384 384 0 
2004-2005p 220 111 2.87 318 0 318 0 0 318 318 0 
2005-2006f 210 120 2.83 340 0 340 0 0 340 340 0 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 AVS PNY? 31,618 4,519 2,899 19,495 23,006 4,093 
2004-2005p 8,362 Gals 3.94 26,441 2,526 33,060 3,880 3,128 20,018 23,805 S/S) 
2005-2006f 7,990 6,720 3.80 25,560 2,846 33.781 4,710 3,298 20,281 24,211 4,860 


ee ee oe ee ee ea ee eee 
Canola 


2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 iS 3,545 609 387.04 
2004-2005p 5,319 4,938 1.57 7,728 150 8,487 3,298 3,000 419 3,464 ieiZ5 309.15 
2005-2006f 5,410 5,130 1.60 8,200 150 10,075 3,500 3,200 530 S025 P2130) 280-320 
Flaxseed 

2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 
2004-2005p 728 528 0.98 517 40 650 412 n/a n/a 177 60 n/a 
2005-2006f 840 780 ies5 1,050 20 1,130 700 n/a n/a 255 We 320-360 
Soybeans 

2003-2004 1,051 1,047 Zari 2,268 587 3,000 914 1,500 319 1,947 140 395.04 
2004-2005p 1,229 1,178 2.59 3,048 450 3,638 1,000 1,580 " 488 2,193 445 245-255 
2005-2006f 1,195 1,183 2.43 2,875 250 S10 1,000 750 460 2,320 250 240-280 
Total Oilseeds 

2003-2004 6,531 6,464 1.52 9,794 850 11,811 ATT n/a n/a 5,693 841 

2004-2005p 7,277 6,643 1.70 11,293 640 12,774 4,710 n/a n/a 5,835 2,230 

2005-2006f 7,445 7,093 lead ZMIIZO 420 14,775 5,200 n/a n/a 6,400 Sh 1745. 


a a a a ee 
Total Grains And Oilseeds 


2003-2004 26,263 24,461 2.44 59,663 3,029 72,724 25,923 n/a n/a 36,187 11,014 
2004-2005p 26,038 23,219 2.74 63,595 3,179 77,788 23,160 nla n/a 38,823 15,805 
2005-2006f 25,465 23,383 2.66 62,185 3,277 81,267 26,610 n/a n/a 38,922 15,735 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures): 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver): 

Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* CWB Pool Return Outlook (PRO) - July 28, 2005 

" Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

p: preliminary 

f: forecast - Agriculture and Agri-Food Canada - August 11, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 


Agriculture and 
Agri-Food Canada 


Agriculture et 


Agroalimentaire Canada 


CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada decreased by 2%, from 2004-05, as increases for dry peas, 
lentils, dry beans, sunflower seed and chickpeas were more than offset by decreases for mustard seed, canary seed and buckwheat. 
Statistics Canada’s (STC) seeded area survey, conducted during May 16 - June 3 and released on June 23, provided seeded area 
estimates for most pulse and special crops by province, but for some of the smaller producing provinces the area seeded has been 
estimated by AAFC. In general, crop development is near normal, except for Manitoba where it is mostly behind normal due to 
stress caused by excessive moisture. Normal crop abandonment is expected except for Manitoba where higher than normal 
abandonment is expected due to excessive moisture. Yields are expected to be higher than trend for Saskatchewan and Alberta, 
trend for Ontario and Québec, and below trend for Manitoba. The poor crop in Manitoba mainly affects Canadian dry bean, 
sunflower seed and buckwheat production because Manitoba is normally the largest producer of these crops. The dry pea and 
lentil harvest has started and harvesting of chickpeas, mustard seed and canary seed is expected to start in mid to late August. It 
is assumed that precipitation will be normal for the harvest period and that average quality will be normal. 


August 9, 2005 


Total production in Canada is forecast to decrease by 6%, from 2004-05, to 4.9 million tonnes (Mt). Total supply is expected to 
increase by 5% to 6.1 Mt, as higher carry-in stocks more than offset the decrease in production. Exports are forecast to increase 
by 9% due to stronger demand. Carry-out stocks are expected to increase marginally. Average prices, over all types, grades and 
markets, are forecast to increase for chickpeas and mustard seed, decrease for dry peas, lentils, dry beans and sunflower seed, and 
be the same for canary seed and buckwheat. The main factor to watch are precipitation and temperatures during the late summer 
and fall in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar and other 
currencies, ocean shipping rates and growing and harvest conditions in major producing regions, especially United States, India 


and Australia. 


DRY PEAS 

For 2005-06, production is forecast to 
decrease by 10% as a 2% rise in seeded area 
is more than offset by lower yields. 
Production is expected to decrease for 
yellow, green and other types. Supply is 
forecast to increase slightly due to higher 
carry-in stocks. World supply is expected to 
increase by 2% to 12.6 Mt, but use is also 
forecast to increase, resulting in stable carry- 
out stocks. Canadian exports and domestic 
use are expected to increase due to stronger 
demand in both food and feed markets. 
Carry-out stocks are forecast to decrease, 
with a stocks-to-use (s/u) ratio of 16%. The 
average price, over all types, grades and 
markets, is forecast to decrease slightly due 
to the higher world supply. 


LENTILS 

For 2005-06, production and supply are 
forecast to increase, due to a 10% rise in 
seeded area. Production is forecast to 
decrease for large, medium and small green 
types, but increase for the red type. World 
supply is forecast to increase by 8% to 

4.22 Mt due to higher carry-in stocks. 
Although world use is expected to increase, 
carry-out stocks are forecast to rise. 
Canadian exports are expected to increase by 
15% due to higher demand. Carry-out 
stocks are forecast to rise, with a s/u ratio of 
36%. The average price, over all types and 
grades, is forecast to decrease only slightly 
from 2004-05, as pressure from higher world 
supply is mostly offset by support from 
higher average quality. 


DRY BEANS 

For 2005-06, production and supply are 
forecast to increase, due to a 20% rise in 
seeded area and lower abandonment. 
Production is expected to increase for white 
pea, pinto, black, dark and light red kidney, 
cranberry, small red and pink beans, but 
decrease for Great Northern beans. US 


production is forecast to increase by 37% to 
1.07 Mt, while supply increases by only 15% 
to 1.21 Mt due to lower carry-in stocks. 
Canadian exports are forecast to increase 
due to higher supply. Carry-out stocks are 
expected to increase, with a s/u ratio of 6%. 
The average price, over all classes and 
grades, is forecast to decrease due to the 
higher supply. 


CHICKPEAS 

For 2005-06, production and supply are 
forecast to increase, as a 65% higher seeded 
area and lower abandonment more than 
offset lower yields. Production is expected 
to increase for large and small kabuli types, 
but decrease for the desi type. World supply 
is expected to increase marginally to 

8.95 Mt. Canadian exports are forecast to 
increase due to the higher supply. Carry-out 
stocks are expected to increase, but remain 
low. The average price, over all types, 
grades and sizes, is forecast to increase due 
to higher average quality and a shift to the 
production of the higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production is forecast to 
decrease by 39% because of a 31% fall in 
seeded area and lower yields. Production is 
expected to decrease for all types, yellow, 
brown and oriental. Supply is forecast to 
decrease by only 6% due to higher carry-in 
stocks. Exports are forecast to rise due to 
higher demand and carry-out stocks are 
forecast to decrease, with a s/u ratio of 66%. 
The average price, over all types and grades, 
is expected to increase due to the lower 


supply. 


CANARY SEED 

For 2005-06, production is forecast to 
decrease by 32%, as a 43% fall in seeded 
area is partly offset by higher yields. Supply 
is expected to decrease by only 2% due to 
higher carry-in stocks. World supply, 90% 


of which is in Canada, is forecast to decrease 
slightly to 400,000 t. Canadian exports are 
expected to increase due to higher demand 
and carry-out stocks are forecast to decrease, 
with a s/u ratio of 57%. The average price is 
forecast to be the same as in 2004-05, in line 
with the relatively stable world supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
forecast to increase due to a 26% rise in 
seeded area, lower abandonment and higher 
yields. Production is expected to increase 
for both types, confectionery and oilseed. 
US supply is forecast to increase by 49% to 
1.63 Mt. World supply is expected to 
increase by 5% to 28.6 Mt. Canadian 
exports and domestic use are forecast to 
increase because of the higher supply. 
Carry-out stocks are expected to increase, 
but remain low. The average price, over 
both types and all grades, is forecast to 
decrease because of the higher supply in US 
and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production is 
forecast to increase slightly, as a lower 
seeded area is more than offset by lower 
abandonment and higher yields. Supply is 
expected to decrease due to lower carry-in 
stocks. Exports are forecast to decrease and 
carry-out stocks are expected to be 
negligible. The average price is forecast to 
be the same as in 2004-05, in line with a 
relatively stable world supply. 


FURTHER INFORMATION: 

Stan SKIypetZ ...........cesssee0 (204) 983-8972 
Fim tmn AUD ov occnsecconaterases skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
Fe AL cicasecvancinsasansacenes olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION August 9, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha {liae 6 eee ts ee thousand metric tonnes - - - - --------------- Sit 


————————— ee EE eee Se ee 6 ee ee ee 


Dry Peas 


2001-2002 1,344 1,285 1257. 2,023 27 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 sicie) Toon 41 1,681 628 743 310 210 
2003-2004 1,303 Lee aT A 1.67 2,124 24 2,458 1,316 937 205 ard 
2004-2005p 1,388 1,345 2.48 3,508 40 31009 1,900 1,083 600 135 
2005-2006f 1,410 1,365 2.20 3,000 30 3,630 2,000 1130 500 115-145 
Lentils 

2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005p 778 750 1.28 962 8 1,008 520 328 160 310 
2005-2006f 860 815 eo 1,000 5 1,165 600 255 310 285-315 
Dry Beans 

2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 298 106 80 445 
2003-2004 167 167 PR Ne 356 31 467 344 83 40 495 
2004-2005p 163 126 175 220 30 290 241 44 5 650 
2005-2006f 196 173 1.73 300 40 345 270 te 20 530-560 
Chickpeas 

2001-2002 486 467 0.97 455 12 497 146 241 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005p 47 39 1.31 51 5 76 40 31 5 385 
2005-2006f Le 72 1.18 85 5 95 50 sis 10 415-445 
Mustard Seed 

2001-2002 166 158 0.66 105 3 213 171 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 is 92 390 
2004-2005p 317 304 1.00 305 2 399 130 79 190 295 
2005-2006f 7u Tg 208 0.89 185 2 Sh 150 77 150 300-330 
Canary Seed 

2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 The 
2003-2004 251 243 0.93 226 0 246 168 11 67 345 
2004-2005p 356 318 0.94 300 0 367 175 Oi 155 230 
2005-2006f 204 194 1.06 205 0 360 185 45 130 215-245 
Sunflower Seed 

2001-2002 Ts 67 1,55 104 29 179 92 65 Ze 305 
2002-2003 100 95 165 157 21 200 105 60 35 440 
2003-2004 119 1 fe’ 1.30 150 16 201 96 80 25 405 
2004-2005p 87 59 0.92 54 30 109 35 69 5 490 
2005-2006f 110 95 1.21 AS 25 145 60 15 10 375-405 
Buckwheat 

2001-2002 16 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 fe) 9 14 10 1 14 5 7 2 355 
2004-2005p 9 i 0.71 2 1 8 4 4 0 355 
2005-2006f ie 6 1.00 6 1 7 3 4 0 340-370 
Total Pulse And Special Crops (c) 

2001-2002 3,151 2,993 123 3,681 120 4,553 2,671 1,218 664 

2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,740 1,219 623 

2003-2004 2,797 2,732 dao 3,680 81 4,384 2,492 1,403 489 

2004-2005p 3,136 2,948 1.78 LS PPS to! 116 5,840 3,045 1,675 1,120 

2005-2006f 3,080 2,928 1.67 4,896 108 6,124 3,318 1,676 aici) 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


p: preliminary 
f: forecast, Agriculture and Agri-Food Canada, August 9, 2005 


Source: Statistics Canada and industry consultations. 
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PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES August 8, 2005 


Last week Month ago Year ago 
a a a ier eee 
In-Store 
ee EPS (COTE |e eee he oder ee RM Oat je Sf) Wit 155.25 ee |g. 00 ws | EOS oi25 wees oe 1 SZ00bens | 
Be La ee I i ed RE le ed 
aor awe) an aan ie eae eRe SALMO 9 Was 7 NAN | er IEA DS OTe NAS 
a ee ee de ee ae ee ee 
In-store 
ana eae fae eine eerie | ORE Oat ala ae |b NIA | 2S NIA ot NA ee NA | 
eR he a ea PRO NNSenT i ene ay | Pais Dalley ee el |e 137. steaks 4144640 a] AT ies AES $1573 1me «| 
Truck via Halifax 
eee 35 6 Aen | en ay eC | Bane Oaawe tg) NIA. SS NINES J] SNAG eee |) >" NA 
Seka = 1.9 Se ee | ee eee eS | Baas Barney hm ore 161.50" SP 4169100 Gow ne 71:50 em | Aer 187.508 
eRe Se pee ae | OR Oat ee NWA NA | PENA S22 [tar ARE a | 
ee ee a ed ed Re) ek ee 
In-store 
Ee a a ee a ae ae es | ee ee, ee eee 
Era ea ed ee Se en es ee ee ed Ce 
sae ED a | OE es etek | See Oat a Pt] NIA 8 PRS NA eS a NIA SRP NIAE 8 
Pee ee eae ee ee ee ee, ee es ee ee eee 
Bae ee eS Ae ee ES ae Te ee ee ee 
as SE) A eae eae a tae eee Oat array ap 4 eA Gs | ea NU AN’, fom NIA at | eae ae NAR | 
oe aS MT ack ita ce | I Barley to be NA Re NIA EP ANIC ehh Pein so Nie 
| Eee Bayport sON Soe ar ee | ee re et a Wheat ec | NAL NAS 1] © ee ae pts NA @ 2] 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Rivieéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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WHEAT: SITUATION AND OUTLOOK 


For 2005-2006, prices for most classes of wheat are expected to decline from 2004-2005 largely due to 
increased supplies in the five major exporting countries and lower import demand. The strong Canadian 
dollar will continue to dampen returns to Canadian farmers. This issue of the Bi-weekly Bulletin examines the 
situation and outlook for wheat for 2005-2006. "Wheat" refers to all wheat including durum, unless 


otherwise specified. 


World wheat supplies for 2005-2006 
are forecast by the United States 
Department of Agriculture (USDA) to 
increase slightly from 2004-2005. 
Higher carry-in stocks are expected to 
more-than offset lower production of 
610 Mt, a 2% decline from last year. 
Wheat consumption is forecast to 
increase, mainly due to higher feed use 
in the European Union (EU) and the 
Former Soviet Union (FSU). World 
wheat carry-out stocks are expected to 
decline by 5%, to 141Mt and the stock- 
to-use (S/U) ratio is forecast to be near 
the record low of 22% recorded in 
2003-2004. Trade is expected to 
decline by 3%, to 108 Mt, mainly due to 
reduced imports by China. Of the total 
exports, the US is expected to account 
for 25%, with Canada, Australia, the 
EU-25 and FSU each contributing 
about 15%. 


Non-durum wheat production is down 
only slightly, to 575 Mt and trade is 
forecast to decline by 4% to 101 Mt, 
close to the 10-year average. 


Durum wheat production is estimated 
by the International Grains Council 
(IGC) at 35.5 Mt, 14% lower than last 
year. Trade is forecast to rise by 15%, 
to a record 7.8 Mt. 


United States 

All wheat production is estimated by 
USDA at 2,170 million bushels (Mbu) 
(59.0 Mt), only marginally above 2004- 
2005. Increased production of hard red 
winter (HRW), white wheat and durum 


is expected to more-than offset 
reduced output of soft red winter, 
(SRW) and hard red spring (HRS) 
wheat. Total US wheat exports are 
forecast to decrease by 8%, to 

975 Mbu due to increased competition 
from the EU and the FSU. As a result 
of lower exports, carry-out stocks and 
the stocks-to-use ratio are expected to 
increase from 2004-2005. US wheat 
imports, largely from Canada, are 
forecast at 70 Mbu (including 
products), similar to 2004-2005, and 
14% below the 10-year average. Non- 
durum wheat imports will be mainly 
Ontario winter wheat, due to the 
continuing duties on imports of 
Canadian HRS wheat. 


SRW wheat production is expected to 
decrease by almost 16% from last year 


while HRW production increases by 9% 
and HRS production decreases 
marginally. However, stocks are 
expected to rise for all classes of 
wheat, pressuring wheat prices in 
general. For high quality milling wheat, 
prices are expected to be further 
pressured by improved spring wheat 
quality in western Canada. 


For durum, production is forecast to 
rise by 4%, to 93 Mbu, marginally 
above the 5-year average. 


European Union-25 

Although exports increased by 24% in 
2004-2005, aided by an average 
subsidy of US$8 per tonne (/t), carry- 
out stocks, consisting largely of lower 
quality wheat, nearly tripled to a record 
26.0 Mt. As a consequence, EU 
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MAJOR PRODUCERS 


7) 
® 
= 
= 
Oo 
oe 
= 
Ao 
iS 


EU-25 US Canada 


Australia Argentina China FSU India Other 


Source: USDA-FAS, August 2005 


2003 0 2004 m 2005 | 


UNITED STATES: 
WHEAT PRODUCTION BY CLASS 


Total US Production (Gbu) 
2002-2003: 1.61 
2003-2004: 2.34 


2004-2005: 2.16 


2005-2006f: 2.17 


million bushels 


HRW SRW 


HRS White 


f: forecast 
Source: USDA-FAS, August 2005 


2002-2003 © 2003-2004 m 2004-2005 & 2005-2006f 


The national loan rate under the US Security and Rural Investment Act (FSRIA) for 
wheat for 2005-2006 is US$2.75/bu. There are individual loan rates by class of wheat. 
The target price, which determines the counter-cyclical payment (CCP) is US$3.86/bu 
for wheat and exceeds both the loan rate and expected actual farm price. The target 


price is not county-specific. The CCP is determined by the target price minus the fixed 
payment (US$0.25/bu) minus the higher of the loan rate or the average farm price. The 
CCP is based on 85% of a farmer's base area and yields, and is decoupled from a 
farmer's actual seeded area. 


domestic supplies are forecast to rise 
by 3%. Production is forecast to 
decrease by 8% from 2004-2005 to 
125.5 Mt, the second-highest on 
record, versus the 5-year average of 
121 Mt. Exports are projected to rise 
by 11%, aided by continued use of 
export subsidies. In the first week of 
February, 2005, EU resumed the 
weekly open market export tenders, 
after suspending them for the previous 
18 months due to burdensome stocks 
and the appreciation of the Euro 
against the US dollar. EU domestic 
consumption is also forecast to 
increase due to higher feed use, and 
carry-out stocks are expected to 
decrease but remain burdensome. 


Durum wheat accounts for 8-10% of 
total EU wheat production and about 
98% is from Italy, Spain, France and 
Greece, along the Mediterranean Sea. 
EU production is estimated by IGC to 
decrease by 36% from 2004-2005 to 
7.3 Mt due to a drought in Spain and in 
Italy, as a result of Common 
Agricultural Policy Reform, a reduction 
in seeded area. Imports are projected 
to rise by 44% toa record 2.3 Mt. 
Canadian durum exports to the EU are 
expected to rise significantly from the 
0.3 Mt in 2004-2005. EU carry-out 


stocks are forecast to fall significantly 
to a well-below normal level. 


Australia 

Australia had one of the driest autumns 
(March-May) on record but precipitation 
during June improved moisture 
conditions at seeding time. Wheat 
production is forecast by the USDA at 
21.5 Mt, unchanged from last year. 
Exports are projected to decrease 
marginally, to 15.5 Mt (July-June), 
close to the 5-year average. Carry-out 
stocks are forecast to remain relatively 
unchanged at 5.9 Mt. 


Australian durum production is forecast 
by the IGC at 0.5 Mt, the same as 
2004-2005. Below average yields are 
expected again this season because of 
continued drought in parts of Australia 
and the relatively late seeding this 
season. Australian durum tends to be 
of good quality due to the hot dry 
growing conditions, and Australia has 
become a major competitor in the 
premium Italian market. Exports are 
forecast by IGC to rise by 25% in 2005- 
2006, to 0.5 Mt. 


Argentina 

For the 2005-2006 wheat planting 
season, Argentina has been dry, 
particularly in the key wheat producing 
province of Buenos Aires, and as a 
result, both area and yields are 
expected to decline from 2004-2005. 
Production and exports are forecast to 
decrease significantly from 2004-2005 
to 13.5 Mt and 8.0 Mt (July-June), 
respectively. 


Argentine durum is mainly grown in the 
southern part of the province of Buenos 
Aires. Area seeded is expected to 
decrease as farmers switch to more 
profitable crops, primarily sunflowers 
and soybeans. Yields are expected to 
increase and production is forecast at 
0.2 Mt, similar to 2004-2005. 


Former Soviet Union 

The FSU recovered from the severe 
winterkill of 2003-2004, with production 
increasing sharply, particularly in 
Russia and Ukraine, in 2004-2005. For 
2005-2006, production is forecast at 

77 Mt, up 6% from last year. Supplies 
are expected to increase by 9%. 


Consumption is forecast to increase to 
the highest level since 1997-1998 due 
to increased feed use. Exports are 
projected to rise by 27%, to 18.5 Mt, 
second only to the record 25.4 Mt 
exported in 2002-2003. Carry-out 
stocks are forecast to increase 
marginally. 


India 

Wheat production in India is supported 
by high internal guaranteed prices, and 
has been steadily increasing due to 
improved yields. Indian wheat tends to 
be of lower quality, and much has been 
exported as feed into Southeast Asia. 
Exports were a record 5.7 Mt in 2003- 
2004. Indian wheat does not compete 
directly with Canadian wheat in any 
market. Consumption has exceeded 
production since 2002-2003. Wheat 
production is forecast to be the same 
as last year at 72.0 Mt, 1 Mt lower than 
projected consumption. India is 
forecast to be a net wheat importer in 
2005-2006, for the first time since 
1999-2000, importing 1.0 Mt, versus 
exports of 0.5 Mt which are the lowest 
in 6 years. Carry-out stocks are 
expected to fall to 3.6 Mt. 


However, the price changes will vary 
by class of wheat, due to different 
supply and disposition factors. 


The supply of US SRW wheat, as 
estimated by the USDA, is expected to 
decrease by about 9% as lower 
production more-than offsets higher 
carry-in stocks. SRW prices on the 
CBoT are expected to average 
US$3.10-3.15/bu versus US$3.18/bu 
for 2004-2005. 


The supply of US HRW wheat is 
estimated to increase by 5% from 
2004-2005 as higher US production 


more-than offsets lower carry-in stocks. 


Production is estimated at 913 Mbu, up 
by 7% 2004-2005. The S/U ratio is 
forecast to rise from 22% in 2004-2005 
to 25% in 2005-2006. The premium for 
HRW over SRW is expected to 
decrease to about US$0.15/bu, versus 
US$0.24/bu in 2004-2005, and the 10- 
year average of US$0.22/bu. The 


average nearby KCBT HRW price is 
forecast to decrease by about 5%, to 
US$3.25-$3.35/bu (June-May). 


The supply of US HRS wheat is 
estimated to decrease marginally as 
lower production more-than offsets 
higher carry-in stocks. US production 
is estimated to fall by 2%, to 516 Mbu. 
Due to increased competition from 
other exporters, including Canada, 
exports are forecast to fall by 13%, to 
270 Mbu. Carry-out stocks are 
projected to increase by 6%, to 

169 Mbu, with the S/U ratio rising to 
33%, from 30% last year. The 
premium over the KCBT is expected to 
return to a normal level of US$0.20/bu, 
from US$0.14/bu in 2004-2005, so that 
the average nearby futures price on the 
Minneapolis Grain Exchange (MGE) is 
forecast to be relatively unchanged 
from 2004-2005, at US$3.55-$3.60/bu. 


a 
However, assuming better quality and 
improved protein content in both the 
US and Canadian HRS crops, 
premiums for top quality high protein 
Dark Northern Spring (DNS) wheat are 
expected to decline, with the cash 
premium for DNS with14% protein 
(DNS 14) at Minneapolis forecast to fall 
by over 30%, to a slightly above-normal 
US$0.70/bu, with the average DNS 14 
cash price being US$4.25-4.30/bu, 7% 
below 2004-2005. 


The supply of US durum wheat is 
estimated to increase by 10% from 
2004-2005 due to higher carry-in 
stocks and production. Production is 
forecast to rise by 3% to 93 Mbu. 


In addition, world durum prices are also 
expected to be pressured by 
burdensome Canadian supplies. The 
US No.3 Hard Amber Durum (HAD) 
export price FOB Gulf is expected to 
decrease from US$193/t in 2004-2005 


CANADA-US WHEAT TRADE DISPUTE 


September 13, 2002 The North Dakota Wheat Commission and US Durum Growers launched a petition asking the US 
government to initiate countervailing duty and anti-dumping investigations against Canadian HRS 
wheat and durum imports. They alleged that the Canadian government unfairly subsidized Canadian 
wheat and that the CWB "dumps" wheat into the US at below market prices. 


March 4, 2003 Tariffs on Canadian imports to the US of 3.94% on HRS wheat and durum were announced pursuant to 
the countervailing duty case. This preliminary determination was a US domestic trade action, carried 
out under US trade law and investigated by the US Department of Commerce (DOC), which also makes 
the final determinations. The US International Trade Commission (ITC) is also investigating whether 
injury had been caused to the US wheat industry. 


May 2, 2003 Based on preliminary findings that Canada was dumping wheat into the US at below market prices, the 
US DOC imposed preliminary anti-dumping duties of 6.12% on HRS wheat and 8.15% on durum, in 
addition to the 3.94% duties imposed by the US in March over subsidy allegations. 


August 29, 2003 The US DOC increased combined tariffs on Canadian HRS wheat and durum exports to the US to 
14.15% and 13.55%, respectively, in its final determination. 


October 3, 2003 The US ITC determined that imports of durum wheat were not injuring US producers but that imports of 
HRS wheat were injuring the US wheat sector. Thus the existing tariffs on HRS wheat remain but were 
removed for durum. 


March 10, 2004 A NAFTA panel ordered the US DOC to reconsider duties on spring wheat imports from Canada. 
Panellists decisively rejected the US DOC’s treatment of the three guarantees as a single program 
under the heading of “financial risk coverage” and required that each guarantee to be separately 
evaluated. The panel reaffirmed the US DOC decision to assess a 0.35% duty resulting from 
government provision of railcars. 


June 7, 2005 A North American Free Trade Agreement (NAFTA) panel said it could find "no substantial evidence" to 
support the injury allegations. The US Panel noted that the US ITC had failed to prove causation 
between imports of Canadian wheat and circumstances in the US wheat industry. The US ITC is 
expected to respond to the Panel on October 5, 2005. 


August 8, 2005 The US DOC lowered the level of countervailing duties on imports of Canadian wheat to 2.54% from 
5.29% in response to an order by a NAFTA panel. An 11.4% combined tariff still remains on HRS 
wheat. 


CANADIAN WHEAT BOARD: 
WHEAT AND DURUM POOL RETURNS 


No. 1 Canada Western Amber Durum 11.5% 
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Pool Returns are in-store Vancouver or St. Lawrence 
* CWB July PRO; ** CWB August PRO 
Source: CWB 


to US$175/t in 2005-2006 (June- May). 


Canada 

In most quality-conscious markets, the 
Canadian Wheat Board (CWB) 
normally receives a price for wheat and 
durum that is competitive with US 
prices for wheat of similar quality. The 
prices obtained by the CWB are 
therefore, to a large degree, impacted 
by US crop conditions, domestic 
consumption and exports. 


CWB returns are expected to be similar 
to 2004-2005 for lower quality spring 
wheat (low protein No.2 CWRS, 

No.3 CWRS and CPS), due to the 
expected flat MGE HRS futures 
market. However, projected declining 
premiums for DNS 14 will result in 
lower returns for higher protein Nos. 1 
and 2 CWRS wheat. Canadian durum 
prices are forecast to decline, in line 
with lower world and US prices. 


Grain is traded on world markets in US 
dollars, and a stronger Canadian dollar 
reduces returns in Canadian dollar 
terms. For 2005-2006, the dollar is 
forecast to be only marginally stronger 
at about US$0.81, versus US$0.795 for 
2004-2005, so that the dollar will not 
have a major impact on the year-over- 
year change in returns. 


The CWB initial payments for 2005- 
2006 are significantly lower than those 
set at the beginning of the 2004-2005 
crop year, particularly for non-durum 


2001-2002 2002-2003 2003-2004 2004-2005* 2005-2006** 
crop year (August-July) 


wheat. The reason for the 
disproportionate decline in initial 
payments for non-durum wheat, 
compared to the pool return outlook 
(PRO), is that the PRO was much 
stronger at the beginning of the 2004- 
2005 crop year. For example, the 
PRO for No.1 CWRS 12.5 in July 2004 
was $214/t, $20/t higher than currently 
projected and $24/t above the current 
outlook for 2005-2006. 


The July 2004 PRO turned out to be 
overly optimistic mainly due to the 
larger than expected 2004-2005 world 
wheat crop and resultant higher than 
projected carry-out stocks. The 
stronger than expected Canadian 
dollar also eroded CWB pool returns 
in 2004-2005. August 1, 2004 the 
dollar was worth US$0.76, and was 
expected to remain near that level for 
the crop year, while it actually 
averaged about US$0.80. Similarly, 
the current 2005-2006 PRO could be 
raised or lowered later in the year, as 
more complete information on supply 
and disposition factors and actual 
market prices becomes available. 


Once the CWB has made significant 
sales at prices above the original 
initial payment level, the sales 
revenue offsets part of the federal 
government guarantee and the initial 
payments may be adjusted upwards. 
The safety factor applies only to the 
unsold portion of the pool account. 
These adjustments will occur earlier in 


the crop year if the price outlook 
strengthens, but will in most cases be 
made eventually as long as the price 
outlook does not decline significantly. 
For 2004-2005, the initial payment for 
No.1 CWRS 12.5 was adjusted to 
$177.10/t by the end of the crop year, 
$27.10/t higher than at the beginning, 
despite the declining price outlook 
throughout the year. 


For more information, contact: 


Glenn Lennox, 
Wheat Analyst 
Phone: (204) 983-8465 
E-mail: lennoxg@agr.gc.ca 


or 


Bobby Morgan, 
Market Analyst 
Phone: (204) 984-0680 
E-mail: morganb@agr.gc.ca 
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For durum, production is forecast by 
IGC at 2.0 Mt, unchanged from 2004- 
2005. Most of it is used domestically. 


China 

Excluding the EU-25, China is the 
world's largest wheat producer, with 
production averaging 92 Mt over the 
past 5 years. Due to lower government 
support, area seeded to wheat has 
decreased by 28% since 1997-1998. 
This has largely affected the production 
of lower quality wheat as the emphasis 
shifted to producing higher quality 
varieties. As a result, Chinese wheat 
production and supplies fell and China 
began to import wheat in 2003-2004, 
with imports reaching 7 Mt in 2004- 
2005, the highest in a decade. 


For 2005-2006, production is forecast 
to increase by 4% to 95 Mt but due to 
lower carry-in stocks, supplies are 
projected to fall marginally. However, 
Chinese wheat consumption levels 
have steadily declined since 2000- 
2001, as consumers have diversified 
their diets to include more meat, fruits 
and vegetables. For 2005-2006, 
consumption is forecast at 101 Mt, the 
lowest since 1987-88. Imports are 
forecast to decrease to 3 Mt of which 
1.5 Mt are expected to be sourced from 
Canada, versus 2.1 Mt in 2004-2005. 


Middle East 
Middle Eastern wheat production is 
forecast to decrease marginally from 


2004-2005 causing imports to increase. 


The major Canadian market in this 
region was Iran, which has imported 
large quantities of wheat in previous 


million tonnes 


CANADA: NON-DURUM WHEAT 
SUPPLY AND DISPOSITION 
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years. However, wheat production in 
lran is forecast to increase to a record 
level leading to a decrease in wheat 
imports. Canada is not expected to 
export wheat to Iran in 2005-2006, as 
was also the case in 2004-2005. 


Syria and Turkey are the major durum 
producers in the Middle East. For 
2005-2006, Syrian durum production is 
expected to remain unchanged, at 

2.5 Mt. Exports are forecast by IGC to 
rise by 45%, to a record 0.8 Mt. 
Turkish production is also expected to 
remain unchanged, at 3.2 Mt. Exports 
are forecast to double from 2004-2005, 
to 0.2 Mt. 


North Africa 

The North African countries, 
particularly Algeria, Morocco, Tunisia 
and Libya, are important to Canada as 
they make up the largest single world 


NORTH AFRICA: 
DURUM PRODUCTION AND IMPORTS 
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market for durum wheat. North Africa 
is also a major market for non-durum 
wheat, but not for Canadian wheat, 
sourcing most of their soft wheat 
imports from the EU and US. 


For 2005-2006 North African wheat 
production is expected to decrease due 
to a drought in Morocco and Algeria. 
Total wheat production is forecast to 
fall by 25%, at 12.4 Mt. Durum 
production is expected to decrease by 
29%, to 3.8 Mt, due to reduced 
harvested area and lower yields, but 
remain above the 10-year average of 
3.5 Mt. As a result, total imports are 
forecast by the USDA to increase by 
6%, to 18.6 Mt. Durum imports by 
Algeria, Morocco, Tunisia and Libya 
are forecast by IGC to rise by 24%, to 
3.1 Mt. Durum exports from Canada to 
North Africa are projected to increase 
significantly to about 1.5 Mt from 1.0 Mt 
in 2004-2005. 


Canada 

For non-durum wheat, 2005-2006 
seeded area declined slightly, to 

7.7 million hectares (Mha). In addition 
to this decline, abandonment is 
expected to be historically high for the 
second consecutive year due to 
excessive rain in Manitoba. A 
decrease of 3% in the harvested area 
estimates by Statistics Canada (SC) 
reflect those expectations. Despite 
poor yields in much of Manitoba, good 
moisture in the remainder of the 
Prairies is expected to result in average 
yields just 4% below last year’s record, 
at 2.61 tonnes per hectare (t/ha) 

{38.8 bushels per acre (bu/ac}, about 


CANADA: DURUM WHEAT 
SUPPLY AND DISPOSITION 
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4 bu/ac above the 10-year average. 
Production is estimated by SC at 
19.6 Mt, 6% below 2004-2005. 


Assuming normal harvest weather, the 
quality of the crop in western Canada is 
expected to be much better than in 
2004-2005, when one of the poorest 
quality crops on record was harvested 
due to premature frost and wet harvest 
conditions. However, protein content is 
negatively correlated with yields, so 
that protein levels may be below 
normal. In Ontario, production is 
forecast to decline by 5% to 1.6 Mt, but 
with good quality reported. 


Carry-in stocks have risen by 28%, 
partially offsetting the lower production. 
Supplies are projected to be only 
marginally lower than for 2004-2005. 
However, these stocks are largely of 
poor quality wheat, which is expected 
to result in above-normal wheat feeding 
for the second year in a row. Exports 
are forecast to increase by 16%, to 
13.2 Mt, due to increased supplies of 
good quality wheat. Carry-out stocks 
are projected to fall by 18% toa 
historically low 4.5 Mt, due to improved 
crop quality and strong export demand. 


For durum wheat, 2005-2006 area 
seeded is similar to last year at 

2.3 Mha, with reduced levels of 
abandonment resulting in a 4% 
increase in harvested area. The good 
moisture and heat this summer has 
increased durum yield potential, and 
the average yield is estimated at a well 
above average 2.28 t/ha (33.9 bu/ac), 
just marginally lower than in 2004- 


2005. As a result, production is 
estimated to increase by 2%, to 5.1 Mt, 
the highest since 2000-2001. 


As with non-durum wheat, quality is 
expected to be much better than last 
year, but potentially below normal, due 
to the wet growing conditions. As well, 
protein levels may be below average. 


Carry-in stocks are up by 48%, ata 
record 2.7 Mt, with most expected to be 
of lower grades. Supplies are 
projected to increase by 15%, toa 
record 7.8 Mt, well above the 10-year 
average of 6.3 Mt. Exports are 
projected to rise by 16%, to 3.6 Mt, due 
to increased supplies, particularly of 
the top milling grades, and improved 
world demand, particularly in the EU 
and North Africa. However, durum 
demand is inelastic as there are few 
uses for the crop other than for pasta 


4 
or couscous, and it is unlikely that all 
Canadian supplies in 2005-2006 can 
be exported or consumed domestically. 
Therefore, carry-out stocks are 
expected to rise for the fourth 
consecutive year, to a record 3.2 Mt, 
well above the 10-year average of 
1.8 Mt. 


PRICE OUTLOOK 


World 

For 2005-2006, wheat prices are 
expected to generally decrease from 
2004-2005. Pressure from higher 
carry-out stocks in the US is expected 
to more-than offset support from lower 
production and carry-out stocks at the 
world level. As the major wheat futures 
markets are located in the US, and 
since the US is a major producer and 
exporter of wheat, the US market has 
a disproportionate impact on world 
wheat prices. Global import demand is 
expected to decrease which also 
pressures prices downward. 


Agriculture and Agri-Food Canada 
forecasts that world prices, as 
measured by the benchmark US Hard 
Winter Ordinary (HWO) price, FOB 
Gulf ports, which is determined largely 
by the KCBT futures market, will 
decrease to US$140-$150/t for 2005- 
2006 from US$154/t in 2004-2005 
(August-July). 


United States 

Average US wheat prices are expected 
to decline due to higher US carry-out 
stocks, which are negatively correlated 
with the average US farm price. 


UNITED STATES: ALL WHEAT 
Price versus Stocks 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, Canadian grain and oilseed production is estimated by AAFC to decrease to 62.1 million tonnes (Mt), from 
63.6 Mt in 2004-05, largely based on Statistics Canada’s (STC) “July 31 Estimate of Production of Principal Field Crops”. 


Hot and dry weather experienced during August, after the survey was taken, 


August 31, 2005 


may result in actual yields being lower than 


expected by farmers at the end of July. Production in western Canada is estimated to decrease by 1% from 2004-05, to 
47.7 Mt, with lower yields more than offsetting a larger harvested area. In eastern Canada, production is estimated to be 
down by 6%, to 14.4 Mt. Crop development is near normal in western Canada, but in eastern Canada crops are stressed 
by hot and dry conditions. Harvesting in western Canada is about 15% complete, slightly behind average. The quality of 
all crops is expected to be near normal, although wheat protein levels may be below average due to above normal yields. 


Total supply of grains and oilseeds in Canada for 2005-06 is forecast to increase, to a near record level, due to sharply 
higher carry-in stocks. Exports are forecast to increase by 15% to about 27 Mt on support from improved quality. 
Total domestic usage is also forecast to increase but carry-out stocks will remain historically high. Generally, world 
prices are forecast to decline for wheat, but remain stable or rise slightly for corn and soybeans. Prices in Canada will 
continue to be pressured by the strong Canadian dollar. The major factors to watch are: harvest conditions in Canada 
and the US, import demand from China, EU export policy, ocean freight rates and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is estimated to fall by 6%, 
due to lower area and yields. Although yields are 
slightly below last year, they are 10% above the 
10-year average. Total supply is forecast to 
decline only marginally, due to higher carry-in 
stocks. These stocks are estimated to be mainly 
of low quality and as a result feed use is forecast 
to remain high, although down sharply from 2004- 
05. Exports are forecast to rise by 16% due to 
larger supplies of good quality wheat. Carry-out 
stocks are forecast to decline to a historically low 
level. The Canadian Wheat Board (CWB) August 
Pool Return Outlook (PRO) for Canada Western 
Red Spring wheat is below 2004-05 for high 
quality wheat, but unchanged to slightly higher for 
lower grades. Protein premiums have declined 
from last year, due to larger supplies of high 
quality spring wheat. 


DURUM 

Production is estimated to rise slightly due to 
higher seeded area and reduced abandonment. 
Although yields are lower than in 2004-05, they 
are 12% above the 10-year average. With record 
carry-in stocks, total supply is expected to rise by 
15% to a record 7.8 Mt. Exports are expected to 
increase by 14% due to increased supplies of high 
quality durum and increased demand from major 
importers due to dryness in North Africa and 
southern Europe. However, carry-out stocks are 
projected to rise by 19% to a burdensome 3.2 Mt. 
The CWB 2005-06 PRO is below 2004-05 for all 
grades, due to higher North American supplies. 


BARLEY 

Production is estimated to fall by 6% from 2004- 
05, due to lower yields and harvested area. Total 
supply, however, is projected to increase slightly 
as lower production is more than offset by higher 
carry-in stocks resulting from the large production 
of low-quality barley in 2004-05. Exports are 
expected to rise by 25%, due to higher exportable 


supplies of malting quality barley and less 
competition in overseas feed barley markets. 
Carry-out stocks are expected to drop significantly 
to near normal level. The off-Board feed barley 
price is forecast to rise slightly. Malting barley 
prices will be pressured by higher world 
production, with the CWB PRO for Special Select 
2-Row down by $6/t from 2004-05 to $172/t. 


OATS 

Production is estimated to increase slightly, as 
higher harvested area more than offsets lower 
yields. Total supply is expected to rise by 8%, due 
to higher carry-in stocks, which resulted from 
below-normal exports in 2004-05 related to the 
poor crop quality. Exports are forecast to rise by 
13% due to larger supply and improved crop 
quality. Carry-out stocks are expected to 
decrease. Feed oats prices are forecast to be 
similar to 2004-05, with reduced premium for 
milling oats. 


CORN 

Production is estimated to decline by 6% due 
mainly to lower yields. This is expected to result in 
a 17% increase in corn imports, mainly from the 
US to eastern Canada. Shipments of feed wheat 
and barley from western to eastern Canada are 
expected to decrease. Food and industrial use is 
forecast to rise, due to higher ethanol production. 
Prices are expected to rise due to higher Chicago 
corn prices and strengthening Chicago-Chatham 
spreads. 


CANOLA 

Production is estimated to rise by 8%, with total 
supply expected to increase by 18% due to higher 
carry-in stocks. Crop quality is expected to be 
slightly below normal due to stress from heat and 
excessive moisture and premature ripening. 
Despite burdensome supplies, domestic crush and 
exports are forecast to rise by only 6% and 3% 
respectively, due to competition from large 


supplies of palm oil and soybeans in competing 
countries. Carry-out stocks are forecast to 
increase sharply, to a record 2.7 Mt. The average 
price is forecast to decrease under pressure from 
historically low US soyoil prices, the high 
Canadian dollar and the burdensome carry-out 
stocks. 


FLAXSEED (excluding solin) 

Production is estimated to increase by 102% to 
the highest level since 1998-99, due to a sharp 
rise in seeded area. Total supply is expected to 
rise by 68%. Exports are forecast to increase 
sharply due to strong EU demand and higher 
supply. Carry-out stocks are expected to rise 
sharply, but are not considered to be 
burdensome. The average 2005-06 price is 
expected to decline. 


SOYBEANS 

Production is estimated to fall by 3%, due to lower 
seeded area and yields. Despite lower imports, 
total supply is expected to rise slightly due to 
higher carry-in stocks. Domestic use is expected 
to rise by 5%, to a near record level. Exports are 
forecast to remain stable despite competition from 
large US and South American supplies. The 
average Chatham price is forecast to rise, due to 
stronger world soybean prices. 


FURTHER INFORMATION: 
Wheat .....Glenn Lennox....(204) 983-8465 


E-Mailnc cctescsesncesscccaces- lennoxg@agr.gc.ca 
Coarse Grains......Joe Wang ...... 983-8461 
rial na censnseseseesecanesiaes wangjz@agr.gc.ca 
Oilseeds........ Chris Beckman ....... 984-4929 
Festal ecacesecesnscssensseeesse beckmac@agr.gc.ca 
Fred Oleson, Chief ............:ess00 983-0807 
E-Mail ligeeessrercencenczoacast olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION August 31, 2005 


Grain and Area Imports Total Exports Food & Feed, Total Carry-out Average 
Crop Year Seeded Harvested Yield Production (b) Supply (c) egy Soe “i ae Stocks Price (f) 
) 000 ha--------- TNA ween nnn mnn annem nnn nn enema nnnmennn thousand metric tonnes--------------------------------------- 
Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 220 684 1,788 224.21 
2004-2005P 2,230 2,141 2.32 4,962 1 6,751 3,170 255 406 881 2,700 199 * 
2005-2006F 2,280 2,232 2.28 5,083 1 7,784 3,600 260 524 984 3,200 Ue 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,300 PUTAS SZe2 6,804 4,292 206.03 
2004-2005P 8,169 UM 2.71 20,898 le 25,203 11,400 2,770 4,763 8,303 5,500 Tote 
2005-2006F 7,742 7,530 2.61 19,633 10 25,143 13,200 2,800 3,833 7,443 4,500 184 ** 
All Wheat 
2003-2004 10,662 10,467 2.25 Zo s002 18 29,295 Ome 3,027 3,442 7,488 6,080 
2004-2005P 10,339 9,862 2.62 25,860 14 31,955 14,570 3,025 5,169 9,185 8,200 
2005-2006F 10,022 9,762 2.53 24,716 11 32,927 16,800 3,060 4,357 8,427 7,700 
Barley 
2003-2004 5,046 4,446 PAT 12,328 36 13,838 2,445 298 8,579 9,291 2,102 135.80 
2004-2005P 4,678 4,050 3.26 13,186 100 15,388 2,000 300 9,553 10,288 3,100 ZAKS 
2005-2006F 4,520 3,915 3.16 12,358 30 15,488 2,500 380 10,003 10,788 2,200 105-125 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 346 2,415 8,890 sale 1,143 137.18 
2004-2005P 1,185 1,072 8.24 8,836 2,400 12,378 150 2,650 8,463 11,128 1,100 100.00 
2005-2006F 1,121 1,072 7.74 8,297 2,800 12,197 150 2,700 8,332 11,047 1,000 100-120 
Oats 
2003-2004 2,272 ROWS 2.34 3,691 19 4,234 J oor/ 140 1,581 1,888 788 136.65 
2004-2005P 1,995 Ons 2.80 3,683 25 4,496 1,500 130 1,574 1,896 1,100 130.68 
2005-2006F 1,955 1,418 2.63 Silo 15 4,846 1,700 170 1,781 2,146 1,000 120-140 
Rye 
2003-2004 246 147 2.22 327 0 357 171 47 60 125 60 104.44 
2004-2005P 284 165 2153 418 1 479 230 48 109 174 75 70-80 
2005-2006F 218 159 2.39 380 1 456 200 48 111 176 80 70-90 
Mixed Grains 
2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 
2004-2005P 220 111 2.87 318 0 318 0 0 318 318 0 
2005-2006F 219 120 2.62 314 0 314 0 0 314 314 0 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 26,317 2,162 31,618 4,519 2,899 19,495 23,006 4,093 
2004-2005P 8,362 6,713 3.94 26,441 2,526 33,060 3,880 3,128 20,018 23,805 5,375 
2005-2006F 8,031 6,684 ils 25,080 2,846 33,301 4,550 3,298 20,541 24,471 4,280 


ee Sr ee eee ee Oe ee es eis ee ee ee eee eee 
Canola 


2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 ils 3,545 609 387.04 
2004-2005P 5,319 4,938 1.57 7,728 150 8,487 3,410 3,031 419 3,502 neon 309.15 
2005-2006F 5,485 5,214 1.60 8,325 150 10,050 3,500 3,200 605 3,850 2,700 280-320 
Flaxseed 

2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 
2004-2005P 728 528 .98 ii) 7 40 650 465 n/a n/a 160 25 n/a 
2005-2006F 844 809 1.29 1,044 20 1,089 700 n/a n/a 239 150 320-360 
Soybeans 

2003-2004 1,051 1,047 PLAT 2,268 587 3,000 914 1,500 319 1,947 140 395.04 
2004-2005P 1,229 1,178 2.59 3,048 450 3,638 1,000 1,580 488 2,193 445 248 
2005-2006F tellvAs: 1,158 2.56 2,963 250 3,657 1,000 1,750 " 447 2,307 350 240-280 
Total Oilseeds 

2003-2004 6,531 6,464 1) .boy 9,794 850 11,811 oy NATE n/a n/a 5,693 841 
2004-2005P TEP 6,643 1.70 11,293 640 12,774 4,875 n/a n/a 5,855 2,045 
2005-2006F 7,506 7,181 Tee 12;332 420 14,796 5,200 n/a n/a 6,396 3,200 


Total Grains And Oilseeds 


2003-2004 26,263 24,461 2.44 59,663 3,029 72,724 25,523 n/a n/a 36,187 11,014 
2004-2005P 26,038 23,219 2.74 63,595 3,180 77,789 23,325 n/a n/a 38,844 15,620 
2005-2006F 25,559 23,627 2.63 62,128 3,277 81,024 26,550 n/a n/a 39,294 15,180 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 
* CWB Pool Return Outlook (PRO) — July 28, 2005 ** CWB Pool Return Outlook (PRO) — August 25, 2005 

" Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

P: preliminary 

F: forecast - Agriculture and Agri-Food Canada - August 31, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK August 31, 2005 


Total Canadian pulse and special crops production is estimated to increase by 4%, from 2004-05, to 5.43 million tonnes (Mt), based on 
Statistics Canada’s (STC) July 31 production estimates and AAFC forecasts where STC estimates were not available. Total supply is 
expected to increase by 14% to 6.67 Mt, due to higher production and higher carry-in stocks. Exports are forecast to increase by 13% 
and domestic use by 7% due to stronger demand, but carry-out stocks are also expected to increase. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas and mustard seed, decrease for dry peas, lentils, dry beans, canary seed and 
sunflower seed, and be the same for buckwheat. 


STC’s yield estimates are significantly higher than trend for Ontario, Saskatchewan and Alberta, and much below trend for Manitoba. 
Since the survey was conducted from July 20 to August 5 before the start of harvest, the actual yields for crops in western Canada 
could be lower than the estimates because of hot and dry weather in late July and early August. Crop abandonment is expected to be 
slightly lower than normal, except for Manitoba where significantly higher than normal abandonment is expected. Harvest progress 
is about a week behind normal, but significantly ahead of 2004-05. Harvesting of dry peas, lentils, chickpeas and mustard seed is 
underway and harvesting of canary seed and dry beans has started. The buckwheat harvest is expected to start in mid September and 
the sunflower seed harvest in early October. Quality is expected to be normal and significantly better than in 2004-05, assuming that 
precipitation and temperatures will be normal for the harvest period. Wet weather and early frosts would reduce both yields and 
quality. 


The main factors to watch are precipitation and temperatures during September and October in Canada. Other factors to watch are 
the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates, and growing and harvest 
conditions in major producing regions, especially United States, India and Australia. 


DRY PEAS stable for Great Northern and pink beans. US _ expected to increase by 9%, as higher carry-in 
For 2005-06, production is estimated to production is forecast to increase by 44% to stocks more than offset the fall in production. 
decrease by 3%, as a 2% rise in seeded area is 1.12 Mt, while supply increases by only 20% World supply, 90% of which is in Canada, is 
more than offset by lower yields. Production to 1.26 Mt due to lower carry-in stocks. forecast to increase by 8% to 440,000 t. 
is expected to decrease for yellow, green and Canadian exports are forecast to increase Although Canadian exports are expected to 
other types. Supply is forecast to increase by _ slightly due to higher supply. Carry-out increase due to higher demand, carry-out 
8% due to higher carry-in stocks. World stocks are expected to increase, with a s/u stocks are forecast to rise, with a s/u ratio of 
supply is expected to increase by 2% to 12.6 _ ratio of 6%. The average price, over all 74%. The average price is forecast to 
Mt, but use is also forecast to increase, classes and grades, is forecast to decrease due decrease because of the higher supply. 
resulting in stable carry-out stocks. Canadian to the higher supply. 
exports and domestic use are expected to SUNFLOWER SEED 
increase due to stronger demand in the food CHICKPEAS For 2005-06, production and supply are 
markets in Asia and in the feed markets inthe For 2005-06, production and supply are estimated to increase due to a 12% rise in 
EU and Canada. Carry-out stocks are forecast estimated to increase, because of a 65% seeded area, lower abandonment and higher 
to remain stable, with a stocks-to-use (s/u) increase in seeded area, lower abandonment _ yields. Production is expected to increase for 
ratio of 18%. The average price, over all and higher yields. Production is expected to both types, confectionery and oilseed. US 
types, grades and markets, is forecast to increase for large and small kabuli types, but — supply is forecast to increase by 49% to 1.62 
decrease slightly due to the higher world decrease slightly for the desi type. World Mt. World supply is expected to increase by 
supply. supply is expected to increase marginally to 5% to 28.7 Mt. Canadian exports and 

8.95 Mt. Canadian exports are forecast to domestic use are forecast to increase because 
LENTILS increase due to the higher supply. Carry-out of the higher supply. Carry-out stocks are 
For 2005-06, production and supply are stocks are expected to increase, but remain expected to increase, but remain low. The 
estimated to increase significantly, duetoan low. The average price, over all types, grades average price, over both types and all grades, 
11% rise in seeded area and higher yields. and sizes, is forecast to increase due to higher _ is forecast to decrease because of the higher 
Production is expected to increase for all quality and a shift to the production of the supply in US and Canada. 
types; large, medium and small green, and red. higher priced kabuli types. 
World supply is forecast to increase by 14% to BUCKWHEAT 
4.44 Mt. Although world use is expected to MUSTARD SEED For 2005-06, Canadian production is forecast 
increase because of higher demand, resulting For 2005-06, production is estimated to to remain stable, as a lower seeded area is 
mostly from lower prices, carry-out stocks are decrease by 28% because of a 32% fall in offset by lower abandonment and higher 
forecast to rise. Canadian exports are seeded area, which is partly offset by higher yields. Supply is expected to decrease due to 


expected to increase by 22% due to the higher yields. Production is expected to decrease for lower carry-in stocks. Exports are forecast to 
demand. Carry-out stocks are forecast to rise _ all types, yellow, brown and oriental. Supply decrease and carry-out stocks are expected to 
significantly, with a s/u ratio of 48%. The is expected to increase slightly due to higher _ be negligible. The average price is forecast to 
average price, over all types and grades, is carry-in stocks. Although exports are forecast be the same as in 2004-05, in line with a 
forecast to decrease moderately from 2004-05, to rise due to higher demand, carry-out stocks _ relatively stable world supply. 

as pressure from higher world supply is partly are forecast to decrease only slightly, with a 


offset by support from higher quality. s/u ratio of 81%. The average price, over all FURTHER INFORMATION: 

types and grades, is expected to increase Stan SKIypPetz <...:...0ccces.s00. (204) 983-8972 
DRY BEANS marginally as higher quality more than offsets E-mail ............sese0+ skrypetzs@agr.gc.ca 
For 2005-06, production and supply are pressure from the higher supply. Fred Oleson, Chief............ (204) 983-0807 
estimated to increase, due to a 25% rise in FT coro ccssccssemsrstaaen olesonf@agr.gc.ca 
seeded area and lower abandonment. CANARY SEED 
Production is expected to increase for white For 2005-06, production is estimated to www.agr.gc.ca/mad-dam/ 


pea, pinto, black, dark and light red kidney, decrease by 19%, as a 43% fall in seeded area 
cranberry and small red beans, but remain is mostly offset by higher yields. Supply is L:\MAD\OUTLOOK\S&D\SpCrops\2005\aug2005\aug31_2005sc_e.wpd 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION August 31, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha {at Gee ae eee a ee thousand metric tonnes - - - - -- ------------- $it 

Dry Peas 
2001-2002 1,344 1,285 TSZ. 2,023 27 2,245 1,381 589 215 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 We) 
2004-2005p 1,388 1,345 2.48 3,338 40 3,583 1,900 1,083 600 135 
2005-2006f 1,410 1,364 237. 3,228 30 3,858 2,100 1,158 600 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005p 778 750 1.28 962 8 1,008 510 328 170 310 
2005-2006f 860 847 1.44 1,219 5 1,394 620 324 450 265-295 
Dry Beans 
2001-2002 184 WAS, 1.70 298 42 380 263 82 35 725 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 2S 356 31 482 344 83 55 495 
2004-2005p 163 126 17 220 30 305 263 37 5 650 
2005-2006f 203 172 1877 304 40 349 270 59 20 530-560 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005p 47 39 1.31 51 5 76 45 26 6) 385 
2005-2006f 77 WE 1.39 100 o 110 65 35 10 410-440 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 7A 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 i 92 390 
2004-2005p 317 304 1.00 305 2 399 130 79 190 295 
2005-2006f 217 212 1.04 220 2 412 150 thE 185 285-315 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 570 
2003-2004 251 243 0.93 226 0 246 168 fy 67 345 
2004-2005p 356 318 0.94 300 0 367 175 37 155 230 
2005-2006f 204 199 1:23 244 0 399 185 44 170 205-235 
Sunflower Seed 
2001-2002 73 67 4205 104 29 179 92 65 22 Shas 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005p 87 59 0.92 54 30 109 30 69 ie 490 
2005-2006f 98 81 leo 106 30 141 55 76 10 375-405 
Buckwheat 
2001-2002 14 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 WZ 1.00 12 1 16 6 vA 3 340 
2003-2004 9 9 aa 10 1 14 5 if 2 S55 
2004-2005p AS) 7 0.71 5 1 8 4 4 0 355 
2005-2006f 7 5 1.00 5 1 6 2 4 0 340-370 
Total Pulse And Special Crops (‘c) 
2001-2002 HG 2,993 123 3,681 120 4,543 2,671 1,203 669 
2002-2003 3,025 2,399 1.16 2,788 130 3,587 1,740 1,209 638 
2003-2004 2,797 Zoe 1235 3,680 81 4,399 2,492 1,403 504 
2004-2005p S00 2,948 1.78 5,200 116 5,855 3,062 1,663 sa isie) 
2005-2006f 3,075 2,952 1.84 5,426 113 6,669 3,447 atin, 1,445 


(a) August-July crop year. 

(b) Excludes products. 

(‘c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


p: preliminary 
f: forecast, Agriculture and Agri-Food Canada, August 31, 2005 


Source: Statistics Canada and industry consultations. 


SULLIOH (9) Uld}01g 


Teo Ysty 


%09 TROL USI (S) WlO}Old %EO ISBOD ISOM WOY [RO YStA(p) WOD SA (€) c#10 EH UIOD UIpeURD (Z) SUMOE 14M CT 


UID}OIg %[Z Poy UIINIH “UlD}0Ig %9 [BIJ UDIN]H ‘Teoul SULLY JO/pue Yslf oI :[RIJAJ YS “Ul9O1g %CE JO plepue}s WINUTUTUT UO Pose [RoY[ BIOURD “Uld}O1g % Sp [BAI UBIQAOS 
WIOD MOTPA SN. €'ON “UIOD MOTIOA epeuRD Z'ON ‘AopIe_ UJO]Seq 10 UIO}SO/M BPRURD [ON ‘SIRO p22J JOY Pd0,J WIO}seq JO UO}SOM ‘are ( poryroods asiMsoyJO ssofuN) sopeis UTRID 
‘sjuopuodsar AdAIns uO paseq UU} dIjOUI Jod sre[jop ueIpeueD ul solid [Ty ‘so}0U}004 


9[qe]IeAv JOU = V/N 89°93" ISEMvIquinop :[eU| PZSS-€86 (POT) *XBA_ T8SO-£86 (FOZ) :euoydafay yA%xID [RINsHRIg equINnog QApuy :39%j)U0) 
S00Z ‘Z tequiajdas a3ep SuIsold ‘7EQLISNVI=00' ISSA ISO] JoyAVUN (YD AA) eSuBYyIX|Y APIPOUIWIOD SodiuUI AA 943 UO paseq av sadtid Avg J9puNy |, ‘epeueD pooy-usy pue I1nj[NILASW ‘UOISIAI] SISA[VUY JOYAVJA| 79IANOG 


1.) (See ee ee Ee eee a a Ee Ee ea SN 
HZ PB Bs XesHEH 
nee eee een ce eee |e Pes | le ee | al ee ee VINE SVN GENE VINE] Se DUE | sooc ‘oc mueay SN 
Pe 2 ES ee Ea ae a a a a a ound 
ELROC TS ES EL a eo A SN 
Love? | L_ooe  S e e ee a  a stile 
Loe JS a SSC es Sa aa a PE a a 30 
Po. Lee See a a a a Scat al 
Lo ) 2 eS ee SES Se ae a a Ee ee = 
CS SE LS SE a a) Ae a Fe a De 
a Se Ss SS SSE PEE Ee a ae ae Be Ee a 

woe eh I EU eS a a a a a a Ee a ha 
| ooolr [ooo | | oot | oo'szr | oo'rer | oo'ose [oo'osz| oo'ss | oz'e6) | 98':00€ | GO | 00'SI! | OSOv! |O0';0S! |OOtw| | $002 ‘oz snsny} (Ss 90 
| oossr [ooo | __—i| oot _[ oo'szr [oo'esr | o0'0S8 |oo'o9z| oo'ss | esc | 1oz6z | | OO'SII | OOFH! |OO'OrL |OOTHL| $007 “9 soquiaidas ESO 
pe NE eS CT MR) Ea a a a ee a NO 
pL DL a a a a Ee uP 
be ST A WE LS ER RE ed ee a NO 
a TC DA) a ae a DS RE Ds =) ee 
bE Se ea ea a a a a a a NO 
ie ES a ee 
bag ie ~ Sige Eee a Be a ae a Be ee a NO 
SS a ae a ee a a ee or wees 
a PS a PS EY A Re A NT) NO 
CE a a Bs UOyWeH 
LOS: 1 a | A TC TD a a a NO 
BON OOV am OI Le | eemee | 100 Pil 00'S) [00 097?| BEVIN 3] 00/86) ta) | | BOs ee ee VIN) “ste 9 mamnns Quose 
(ee de DS a ae a a a a a Be eee ae ee Be NO 
La I a a a ee ee ee a mernens 
Es Es a a Te es a Ba NO 
fo ad a a ee a a ee Ba Sod Aeg 
a A SS SS SS ST 
co A eS a Ea ed a eae Ee SHOd O16) 
WILD SS ie Sa a ae Be ee ee ee ee ee aaa a NO 
Li. dS a SS Eee Pe Ee ae ee ee ee ee Ag S2PUNUL 
| oooss [| CUT CCT Cf sz oo'szor foooez{ TWN oo'eoz [ [00°S01 | 00°80) [oo'orl [oo'rer| S007 ‘oz asnny} (6) (b 
_ooose fT 0's [oo'szor fooosz{ CT WN e'zoc | | WN | 00°60} [00'0r) |ooLeh | Oi] _ $002 ‘9 sequiandas uu 
Poovey [ft azzi [TC fooser | wn foooss[ Tw oo'vze [| oo'ztt | sz'e8 [ooees| sz'06 | | S007 gz enn] (h 1S 
| oooey | [eco oT foo'ser [wn [ooost] [WN oorezz | dT, SWN_| S288 [o0'GE! | szi06 |__| S007 “9 toqmatas MOCHDISES 
CN LL a a A LT TT a AT A av 
oe ee ae | es | 00'S6ry| O0SzZ6 soo grT | a | osisee se Paine [vin [VINE VING | 2s 80] sone! eauianns Arebye) 
| orsty [| CT CCT on09% | oorose | oo'sor | ooest [ ooree | [oo'zer [oo'ver | wn [ooeer| _—_i|_s00z ez isnny| (2) (b od 
mmeooet vas |e 2 ere | a oo'0er | ooicse «|| 00'e6 | oo'ss) | ooeec fs | oovser | WiNe | WN] VIN | GOs|_s007 9 1equiardas J@ANODULA 
YsHLVas AHAG dg334_ | NSLN19 | NALN19 | IVININV HSI4 IVAW | -TIIW VIONVO | NVASAOS | 30Idd (L) A0lYd ERO ECEFE| Q3.190414S 


G00z ‘9 Jequiaj}des SLNIOd GALDATAS LV SLNAIGAYONI Gass WINE AO 3DINd ONITIAS 'V 


B. CASH PRICES AND REPLACEMENT VALUES September 6, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including dut and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES August 22, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where ap plicable 


Agriculture and 
Agri-Food Canada 


iw 


Agriculture et 
Agroalimentaire Canada 


Bi-weekly Bulletin 


September 9, 2005 Volume 18 Number 16 


SOUTH KOREA 


Government 
Public ations 


f 
\\" : 


South Korea is the largest of the four “Asian tigers” (Taiwan, Hong Kong and Singapore) and in 2003 was the 12th 
largest merchandise (exports and imports) trading nation in the world. It is also one of the world’s largest feed 
grain importers. South Korea’s livestock industry is growing and the market for feed grain is expected to continue 
to expand. In 2004-2005, South Korea was the fifth largest importer of Canadian wheat which was especially 
important to Canada because of a surplus of feed quality wheat in western Canada caused by adverse weather 
conditions which lowered crop quality. For 2005-2006, the Canadian Wheat Board (CWB) recently signed an 
agreement to sell premium quality Canada Western Red Spring wheat to Korean flour mills. Korea is also a large 


importer of Canadian malt. 


In July 2005, Canada formally announced the launch of bilateral free trade negotiations. A Free Trade 
Agreement (FTA) which would enhance Canada’s important bilateral economic relationship with South Korea 
would also strengthen our presence in the dynamic northeast Asian region. This issue of the Bi-weekly Bulletin 
examines South Korea’s agriculture industry and the potential for increased trade with Canada. 


BACKGROUND 


The Asia-Pacific Region is Canada’s 
second largest trading partner. It 
accounted for about 5% of trade in 


2004. Within the Pacific Rim countries, 


South Korea ranked as Canada’s third 
largest trading partner of the region 
behind China and Japan. In 2003, 
South Korea accounted for 11% of 
Canada’s exports to this area. 
Canada’s major competitors for the 
South Korean agri-food import market 
are the United States (US), China, 
Japan, the European Union (EU) and 
Australia. 


In 2005, the population of South Korea 
is about 48 million (M) with a land 
mass of 100,000 square kilometres but 
only 20% is arable. The major crops 
grown are rice, barley, corn, soybeans, 
white and sweet potatoes, fruits and 
vegetables. South Korea depends on 
imports for 60-70% its food and feed 
needs. This has increased from about 
50% in 1990 and 40% in 1980. 


According to The World Factbook, 
South Korea’s Gross Domestic 
Product (GDP) was US$925 billion (G) 


(2004 estimate), the world’s 16th 
largest economy. In comparison, 
Canada’s GDP was US$1.023 trillion, 
the 13th largest economy in the world. 
GDP per capita in 2004 was 
US$31,500 for Canada and 
US$19,200 for South Korea. 


In 2004, two-way merchandise trade 
was approximately CAN$8.1G 
(Canada exported CAN$2.3G and 
imported CAN$5.8G) and two-way 
direct investment was over CAN$1G 
(Canadian direct investment in Korea 
was CAN$686M). The excess of 
Canadian imports over exports has 
created a trade deficit of CAN$3.5G. 
In 2003, two-way trade in services was 
CAN$889M (Canada exported 


CAN$595M and imported CAN$294M). 


Canada’s interest in Korea lies in three 
main areas: tapping into the value 
chains of globally competitive 
production and supply from Korean 
corporations; selling raw materials and 
key competitive technologies and 
products; and, employing Korea as a 
strategic base to establish an export 
and manufacturing presence in 
Northeast Asia. Current and potential 


export growth exists in many sectors, 
including; wood pulp, mineral fuels, 
metals, electrical machinery, shellfish 
and a wide variety of agricultural 
products. Korean exports to Canada 
cover a broad range of sectors, 
dominated by motor vehicles and auto 
parts, electrical machinery, computers, 
rubber, and steel. In 2004, 1.74% of 
Canada’s imports came from South 
Korea and 0.57% of Canada’s exports 
went to South Korea. 


AGRICULTURE 


Trade 

In 2004, South Korea was the world’s 
9th largest exporter (total trade) and 
13th largest importing country. 


The seven main suppliers to South 
Korea are: the US, Australia, Malaysia, 
New Zealand, Canada, EU and China. 
In 2004, it imported US$10.5G in 
agricultural goods, which accounted for 
4.7% of its total imports. Its agriculture 
exports were US$1.7G. South Korea 
imported US$14.7G of agricultural, 
forestry and fishery products in 2004, a 
9% increase from 2003. 


Canada 


SOUTH KOREA: MEAT CONSUMPTION 
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In 2004, Canada exported 
CAN$244.3M of agri-food products to 
South Korea, with wheat accounting for 
31% and pork 13%. Canada imported 
CAN$42M of agri-food products from 
South Korea, with pasta accounting for 
34%. 


Industrial Structure 

The number of people employed in the 
agriculture, forestry, and fishery 
sectors has declined from about 60% 
in 1965 to less than 10% currently. 
Although agriculture only accounts for 
3.6% of GDP, it accounts for 8.8% of 
employment. Since the 1960’s, South 
Korea has been a large net importer of 
agriculture products, mostly consisting 
of: raw materials to support the 
manufacture of clothing and shoes for 
exports, wheat for food use and feed 
for livestock. 


Meat Consumption 

Asia-Pacific countries are generally 
moving towards a more western style 
diet. The demand for more variety, 
food-away-from-home and pre-packed 
convenience foods has increased 
significantly. This is due to increasing 
affluence, more women in the 
workforce, and a younger generation 
which is well-traveled and has acquired 
a taste for different types of food. 
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SOUTH KOREA: LIVESTOCK INVENTORIES 
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The demand for meat and poultry 
products in South Korea has increased 
significantly over the past decade in 
response to higher per capita income. 
However, after trending upward until 
2003, consumption of beef and veal 
has recently declined. With the ban on 
US and Canadian beef due to Bovine 
Spongiform Encephalopathy (BSE), 
imports fell in 2004, causing beef 
consumption to decrease. With this 
ban, imported beef prices have risen, 
and consumers are switching to pork 
and poultry. Domestic beef prices 
have fallen somewhat, but still are 
roughly five times the imported beef 
price. Chicken consumption has 
remained constant while pork 
consumption has been increasing. 
Poultry consumption has recovered 
from the temporary, but dramatic 
decline in 2004 due to avian influenza 
concerns. 


Livestock Production 
The limited amount of land for 
agriculture production constrains the 
expansion of the livestock industry. 
While hog and dairy cow numbers 
continue to decrease, beef cattle 
numbers are increasing, and chicken 
inventories have 
remained relatively 
stable. 
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Poultry 

The production of layer and broiler 
chickens is expected to increase due 
to strong demand for poultry products 
and low compound feed prices in the 
poultry sector. South Korea currently 
uses imported chicken meat at 
restaurants and fast food chains. With 
the demand for poultry products on the 
rise, this will lead to a production 
increase in both layer and broiler 
chickens. Chicken farms have been 
evolving towards larger, more efficient 
farms due to increasing foreign 
competition. 


Beef and Dairy 

The majority of the South Korean cattle 
herd is made up by native Hanwoo 
cattle which account for 70% of 
domestically raised beef while Holstein 
dairy cows make up the rest. Dairy 
cattle numbers are decreasing due to 
overproduction of milk and a herd 
reduction program. The typical herd 
size is usually between 1-4 head. 
However, the increase in numbers of 
beef cattle is expected to be reversed if 
Korea re-opens its border to US beef. 


In 2003, South Korea banned imports 
of beef and dairy products from 
Canada and the US when BSE was 
discovered. Prior to this ban, South 
Korea was Canada’s fourth largest 
beef importer. 


Hogs 

South Korea’s hog industry was hit 
with swine fever and foot-and-mouth 
disease in 2000. Many countries have 
banned pork imports from South Korea 
due to these diseases. 


SOUTH KOREA: WHEAT IMPORTS 
MARKET SHARE BY SOURCE 
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Note: Wheat Includes Durum; Market Shares may not 
total 100 due to rounding 
Source: Global Trade Atlas 


The Korean Government recently 
announced a mandatory registration 
for hogs. Regulations require that hog 
farmers register their operations with 
the municipal government. Farmers 
must demonstrate that they have a 
minimum amount of space per animal 


crop year 2000 
October-September -2001 
Harvested Area (kha) 16 
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Carry-in Stocks 
Production 


Imports 8,743 
Total Supply 9,845 
Exports - 
Feed 6,460 
Other Domestic Consumption 206 
Total Use 8,616 
Carry out Stocks 1,229 
Stocks-to-use ratio (%) 14 


Source: USDA, PSD Official Statistics 


crop year 2000 

July-June -2001 
Harvested Area (kha) 1 
Carry-in Stocks 1,050 
Production 2 
Imports SHI27, 
Total Supply 4,179 
Exports 128 
Feed 689 
Other Domestic Consumption Zot2 
Total Use 3,129 
Carry out Stocks 1,050 
Stocks-to-use ratio (%) 34 


crop year 2000 
October-September -2001 
Harvested Area (kha) 68 
Carry-in Stocks - 
Production 229 
Imports _85 
Total Supply 314 
Exports - 
Feed * 
Other Domestic Consumption 309 
Total Use 314 
Carry out Stocks - 
Stocks-to-use ratio (%) 0 


and agree to attend extension classes 
on environmentally friendly agriculture 
once a year. Because of this 
regulation, inventories of hogs 
continued to decrease in the market 
year 2004-2005. 


SOUTH KOREA: WHEAT SUPPLY AND DISPOSITION 
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Rice 
Rice is South Korea’s largest 
agriculture commodity produced. In 
2004-2005, South Korea production of 
milled rice was 5 million tonnes (Mt) 
and rough rice was 6.7 Mt. Since 
2000, area harvested has been 
decreasing, but is expected to 
increase in the 2005-2006 crop year. 
In 2004, imports were to be 4% of 
domestic consumption. These 
imports were not allowed to go 
directly to consumers but had to be 
channelled into the processing 
industry. In 2005, Korea modified its 
rice tariff quota import commitments 
in the World Trade Organization 
(WTO) such that the amount of 
imports at the lower in-quota tariffs 
will increase over the next ten years 
to 8% of domestic consumption and 
of these imports 10%, rising to 30% 
could go into the retail sector. There 
are also some country quotas within 
the import amount. Rice imports 
have been increasing over the past 
five years from 95,000 tonnes (t) in 
2000-2001 to 220,000 t in 2004-2005. 
Imported rice is steadily making up an 
increasing percentage of total 
consumption. At the same time, per 
capita rice consumption has 
decreased to 82 kilograms (kg) in 
2004 from 120 kg in 1990. The 
decrease in rice consumption is due 
to an increase in consumption of 
instant food, processed meals and 
rice substitutes, including bread and 
noodles and children eating more fast 
food. 


Cereal Grain 

In 1994, almost 20% of Canada’s 
total exports to South Korea 
consisted of cereal grains (wheat, 
oats, and rye). Ten years later, 
grains have dropped to 2%, due to 
increased competition from Australia, 
China and Ukraine. At the same 
time, the proportion of grains and 
other concentrates in the Hanwoo 
cattle feed rations is increasing, and 
the scale of feedlots, fattening 
purchased calves and culling of 
calves is growing. 


Wheat 

South Korea produces virtually no 
wheat. For 2004-2005, it imported 
3.7 Mt of wheat, 60/40 for food/feed 
use. Imported milling wheat is used 


for snacks, cakes, bread and noodles. 
Since feed wheat prices are expected 
to be attractive compared to corn 
prices, it is projected that feed wheat 
imports will increase in 2005-2006. 


The export market is dominated by 
Australia and the US, at about 40% 
each, in 2004. Australian Soft White 
wheat is a low-protein wheat preferred 
for noodle production. Almost half of 
the imports from the US are also a soft 
white wheat, which is not a major class 
produced in Canada. Canada has not 
been, and is not expected to be, a 
dominant player in the market for 
milling wheat but South Korea is 
expected to continue to be an 
important market for Canadian spring 
wheat. The CWB has signed an 
agreement to sell 120 thousand 
tonnes (kt) of premium quality Canada 
Western Red Spring wheat to the 
Korean Flour Mills Industrial 
Association (KFIA) for delivery 
between November 1, 2005 and 
October 31, 2006. This is the first 
formal signed agreement between the 
CWB and kKFIA. 


South Korea has often been a market 
for Canadian feed wheat in years 
when, due to poor growing conditions, 
Canadian supplies of low quality wheat 
have been in surplus. Feed wheat 
exports from Canada increased 
significantly in 2004-2005. 


Over the next ten years, the world 
wheat trade is projected by the United 
States Department of Agriculture 
(USDA) to increase by about 15% of 
which the Asia-Pacific region is 
expected to account for nearly 50%. 
Canada’s ability to capture an 
increased share of this growing market 
will depend on the availability of the 
types of wheat demanded by this 
market. The new class of hard white 
spring wheat being produced in 
Canada is reported to have good 
noodle-making characteristics, and 
may help position Canada to increase 
its market share in the Asian noodle 
market. 


Coarse Grains 

Korean coarse grain production is quite 
small, and consists mainly of barley 
and corn. The quantity of coarse 
grains that South Korea imports has 


increased slightly over the past five 
years. 


Corn is the major feed grain, with very 
limited domestic production averaging 
about 75,000 t. Consumption of corn 
for livestock feed has averaged 6.7 Mt 
over the past 5 years, and has 
increased from under 2 Mt in the late 
1970s to about 7 Mt in 2005. 
Compound feed production has grown 
in the last couple of years. Dairy cattle 
numbers have decreased, but 
production of compound feed for 
Hanwoo cattle and poultry is expected 
to increase, due to the ban on imports 
of Canadian and US beef. Corn 
imports are expected to remain stable 
at 8.5-9.0 Mt, with the US, China and 
Brazil the main competitors for the 
South Korean market. Small quantities 
of rye are also imported for feed. In 
2004-2005, Canada exported 3,304 t 
of rye to South Korea. 


Barley’s prominence in South Korean 
agriculture is due to its close historical 
relationship with rice. In production, 
barley is double cropped with rice 
during the short winter season. In 
consumption, pearled barley is used as 
an affordable rice extender: kernels are 
split, rolled and blended with the more 
expensive rice to reduce the cost of the 
product. Barley production averages 
about 0.25 Mt, most of which is used 
for human food. The largest exporter 
of malt (not roasted) barley to South 
Korea is Australia. 


Malt 

In 2004, Canada exported almost 22 kt 
of malt to South Korea. South Korea 
was Canada’s fifth largest market for 
this product. 


Beer consumption in South Korea 
increased by 2.9% per year over the 
1998-2003 period to 27.2 million 
hectolitres. Per capita beer 
consumption was about 45 litres (L) in 
2003, slightly higher than Japan but 
low compared to about 84 L in the US. 


Oilseeds and products 

Over the next 3 to 5 years, the South 
Korean oilseed market is expected to 
grow at a rate of 3-5% a year. The 
import market is dominated by 
soybeans, with virtually no canola or 
canola oil imported. 
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Soybeans 

South Korea relies almost completely 
on oilseed imports. Soybean area and 
production levels are expected to 
remain small and stable in South 
Korea. Currently 85% of soybeans 
that are manufactured into soy 
products come from the US. 


In 2002, the government initiated a rice 
area reduction program which included 
a favourable government purchase 
price for soybeans that are grown on 
former rice paddies. In the marketing 
year 2004-2005, soybean area 
increased to 85.3 thousand 

hectares (kha), by 6% from last year. 

It is projected that in 2005-2006, 
soybean area will increase to about 
86.5 kha. 


Total soybean imports are expected to 
increase to 1.6 Mt in 2005-2006 from 
1.5 Mt in 2004-2005. The growth of 
imports has been due to the improving 
financial environment in the crushing 
industry. Over 80% of imported 
soybeans are processed into meal and 
oil and 20% is used by the food- 
processing sector. The Shin Dong 
Bang Corporation is building a new 
vegetable oil refinery which will have 
the capacity to refine 150 t per day of 
crude soybean oil and is expected to 
open in the second half of 2005. 


Soymeal 

Production of soymeal is expected to 
gradually increase in both 2004-2005 
and 2005-2006. This is due to an 
anticipated increased demand from the 
feed industry and improved crushing 
margins. It is forecast that imports of 
soymeal will be 1.40 Mt in the 2005- 
2006 market year, which is up from 
1.35 Mt in 2004-2005. Since 1999- 
2000, soymeal extraction rates have 
decreased to 75% from 79% because 
crushers have increased the 
production of dehulled soybean meal. 


Pulse Crops 

Pulse Canada has targeted South 
Korea as a market for feed peas. In 
December 2003, South Korea reduced 
the import tariff rate from 27% to 2% 
on a tariff rate quota (TRQ) of 160 kt 
for feed peas. In February 2004, the 
TRQ was increased to 450 kt but was 
reduced to 105 kt in 2005. 


Currently, Canada is not a 
large exporter of pulse 
crops to South Korea, but 
there is an opportunity to 
export more feed peas, 
since feed peas are 
competitive with lupins 
and other feed 
ingredients. 


Last year, Canada 
exported 1 kt of feed peas 
to South Korea and only 


PRODUCER SUPPORT ESTIMATE: 
COMPARISON BY COUNTRY 


1999 2000 2001 2002 2003 
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US 25.62 22.16 22.95 18.94 

Canada 17.90 18.61 tread 19.57 21:27 
EUMS 39.67 34.44 33.86 35.16 31.30 
Japan 60.39 60.15 59.14 526 57.63 
South Korea 65.84 66.73 62.80 68.61 60.48 
OECD Average 35.64 32.45 30.72 31.21 Siaat 


Source: OECD 


Korea’s Aggregate 
Measure of Support 
commitment to the WTO, 
has limited these 
subsidies and 
government rice 
purchases dropped to 
17% of year 2000 
production. 


Support Programs 

In South Korea, support 
programs that are linked 
to either current outputs 


270 t made it through 

inspection. The rest was 

rejected, due to South Korean 
inspectors finding some straw in the 
peas, which they felt could be a carrier 
for Hessian flies. Currently the 
National Quarantine Services in South 
Korea and the Canadian Food 
Inspection Agency are working on a 
fumigating protocol. Until this protocol 
is accepted, exporters will be hesitant 
to sell feed peas to South Korea for 
fear of having it rejected. 


In 2003, Canada exported 2,440 t of 
beans and 609 t of peas to South 
Korea and in 2004, 2,060 t of beans, 
172 t of lentils and 1,552 t of peas 
were exported. For 2005-2006 it is 
forecast that Canada’s exports of 
beans and lentils will be higher than 
2004-2005 levels. Canada exports 
broad beans and fababeans to South 
Korea. 


POLICY ENVIRONMENT 


South Korea has one of the most 
protected agriculture economies in the 
world. The government's trade policies 
have imposed strong import barriers 
and have strongly supported farm 
prices and production of certain 
commodities. Producers are 
supported by high prices resulting from 
government purchases and high tariffs, 
import quotas and minimum market 
access agreements that protect 
domestic producers from import 
competition. Non-governmental 
organizations and consumer groups 
play an influential role in government 
farm policy. 


Domestic Policy 

South Korean agricultural policy has 
two major goals, which are self- 
sufficiency and parity between farm 
and urban household incomes. To 
achieve these goals, the government 
uses strong producer price incentives 
and import barriers. Domestic 
production of rice, barley, corn, 
soybeans and tobacco are subsidized, 
with import barriers to protect rice, 
barley, vegetable, fruit and livestock 
farming. South Korea does not 
currently provide export subsidies for 
agriculture. 


Rice is central to South Korea’s 
agricultural policy, with the government 
affecting prices and producer income 
by purchasing a large amount of total 
rice production. Prior the Uruguay 
Round Agreement on 

Agriculture (URAA), the government of 
South Korea promoted a policy of self- 
sufficiency in rice designed to increase 
production and reduce consumption. 
Producer prices were supported by 
minimizing imports 
of rice. 
Consumption of rice 
was reduced by 
making it 
mandatory to blend 
barley and wheat 
with rice. Most 
processing uses of 
rice were forbidden. 
Between the years 
1990 and 1997, the 
average amount of 
rice purchased was 
26%. This comes 
at a high cost to the 


Commodit 
Wheat for feed 


Malting Barley 
Maize for feed 


Malt 
Soybeans 


Wheat for milling 
Unhulled barley for feed 


Maize for process 


’ Basic Tariff Rate 


or inputs are above 90%. 

The producer support 
estimate (PSE) is at 63% versus the 
30% average of the OECD in the 
period 2002-2004. The PSE as a 
percent of the gross value of farm 
receipts averaged about 60% in South 
Korea, slightly higher than Japan, but 
significantly higher than Canada and 
the US which averaged 21% and 18%, 
respectively. 


South Korea’s PSE increased to 
US$19.8G in 2004 from $17.3G in 
2003. The majority of the PSE 
subsidies were government purchases 
of mandatory import quotas on key 
goods such as rice. This prevented 
the opening up of its market fully to 
outside competition. Direct support for 
farmers accounted for about 10% of 
the PSE. The PSE for rice is 76% and 
89% for beans. With government 
programs supporting producers, the 
consumer support estimate is always 
negative. This represents an implicit 
tax on consumers. 


SOUTH KOREA: ADJUSTMENT TARIFF 
FOR 2005 CROP YEAR 


General| Quota Tariff Rate 
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TRADE 


South Korea has a strategic interest in 
multilateralism to offset its dependency 
on immediate neighbours, i.e. China 
and Japan. South Korea became a 
member of the WTO in 1995 and a 
member of the Organization for 
Economic Co-operation and 
Development (OECD) in 1996. 

South Korea has a “developing nation” 
status within the WTO. Tariff rates of 
665% on imports of rice, 342% for 
barley and 346% for corn are currently 
in place. The government fears that 
the domestic farming industry could 
collapse if its markets were opened to 
lower priced imports. 


Tariffs 

Tariffs vary from product to product 
and tend to be higher for products that 
can displace domestic production and 
lower for products which are not 
produced locally in significant volumes. 
To keep the livestock and flour milling 
sectors in operation, South Korea has 
to import large quantities of wheat, 
feed grains and soybeans. In general, 
tariffs are higher for basic commodity 
products while processed; consumer- 
oriented products are subject to lower 
tariffs. 


South Korea’s basic position on the 
Doha Development Agenda (DDA) is 
to gradually lower agricultural tariffs 
and subsidies. In exchange, Korea 
would like the global community to be 
more flexible in expanding the scope of 
“sensitive and special” products. Rice 
is considered a sensitive product. 


South Korea imposes tariff rates in the 
range of 30% to 100% on many 
agriculture products plus a flat 10% 
value added tax that it imposes on all 
imports. There are TRQ which provide 
minimal access on certain products but 
the rate for over quota quantities 
makes the cost of imports prohibitive. 
The over-quota tariff rate for feed 
barley it is 327.6% and malting barley 
is 534%. South Korea also has 
discriminatory tariffs. The tariff on 
soybeans is 5% but 20% for canola. 
There are many markets in Asia that 
apply much higher tariffs to dried peas 


for livestock feed than for competing 
products like soybean meal and corn 
meal. South Korea tends to apply 
higher tariffs on more value-added 
products. Since it is more cost 
effective to import soybeans and crush 
them, this leads to a lost opportunity of 
approximately $70M for the Canadian 
industry. 


Trade Agreements with South Korea 
Korea currently has an FTA with each 
of Chile, Singapore and the European 
Free Trade Association (comprising of 
Iceland, Norway, Liechtenstein and 
Switzerland). South Korea is currently 
negotiating bilateral and FTA 
agreements with: Israel, US, China, 
Association of Southeast Asian 
Nations, Japan, Brazil, India, Malaysia, 
and Philippines. The most important 
trilateral agreement is with Japan and 
China. 


In January and March 2005, Canada 
and South Korea held preliminary 
exploratory discussions on the 
possibility of an FTA. Canada and 
South Korea held the first round of 
FTA negotiations on July 28, 2005, 
with a second round scheduled for the 
last week of September, 2005. 
Canada is seeking a comprehensive 
FTA, which has the potential to 
deliver significant commercial benefits 
across a wide range of the Canadian 
economy — from agriculture to high- 
tech services to investment. In 
addition to increasing bilateral trade 
and investment, an FTA with South 
Korea would serve as a “gateway” 
into the dynamic Northeast Asian 
region. 


South Korea is hosting the Asia- 
Pacific Economic Corporation (APEC) 
conference in 2005. There is a series 
of Ministerial meetings throughout the 
year, cumulating in an APEC Heads 
of Government conference in 
November. 


Trade Potential for Canada 
Expansion of the livestock industry in 
South Korea will require increased 
imports of feed. Canada could look at 
increasing soymeal exports and try to 
get canola meal into the market. 
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Higher beer consumption is also 
expected to lead to increased demand 
for malt and/or malting barley. The 
agreement between the CWB and 
KFIA could lead to further contracts to 
export premium quality wheat to South 
Korea. 


An FTA will not affect pea exports at 
the present time due to the feed peas 
that were rejected. Once Canada and 
South Korea have reached an 
agreement on a fumigating protocol, 
feed pea exports may increase. Bean 
exports have been increasing over the 
past years, and it is expected that this 
trend will continue. 


This article was written by 
Rachelle Hollman, 
a former Junior Market Analyst 
with the Market Analysis Division. 
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SUNFLOWER SEED: SITUATION AND OUTLOOK 


Canada is a major producer of confectionery sunflower seed, although Canadian production of oil sunflower seed is 
relatively small. There is a large value added sunflower seed processing industry in western Canada, which includes a 
human food market, snacks and kernels, as well as a bird seed market. The value of Canadian exports averaged at 
about $50 million during the past five years. For 2005-2006, Canadian production is forecast to increase from the small, 
weather damaged crop of 2004-2005, and the average seed quality is expected to return to normal. 


WORLD 


Production and Trade 


World sunflower seed production has been 
variable during the past ten years, ranging 
from a low of 21.4 million tonnes (Mt) in 
2001-2002 to a high of 27.3 Mt in 1999- 
2000, but there has been no upward or 
downward trend. There are two types of 
sunflower seed produced, oilseed and 
confectionery. About 95% of world 


production is the oilseed type 
and only 5% the confectionery 


type. 


Sunflower seed exports have 
been variable, in line with the 
variability in production, 
ranging from 1.32 to 2.74 Mt 
during the past four years. 
Exports are relatively 
dispersed, with the top 10 
countries accounting for about 
95% of exports. The European 
Union (EU) accounts for most 
of the imports, with Turkey, 
United States (US), Mexico and 
Pakistan accounting for most of 
the balance. The US and 
Canada are the main exporters 
of confectionery sunflower 
seeds, with the EU and Mexico 
being the main destinations, 
excluding trade between 
Canada and the US. 


CANADA 


Production 

Sunflowers grow best on loam, 
silty loam, and silty clay loam 
soils with good drainage. They 
have a low tolerance for saline 
conditions; therefore soils with 
moderate to high levels of 


salinity should be avoided. Sunflowers have 
a deep tap root that can obtain water and 
nutrients 1.5-1.8 metres (5-6 feet) deep in 
the soil. These reserves of water and 
nutrients are unavailable to most other 
annual crops, making sunflowers a good 
rotational crop. Sunflowers should be 
seeded as early as possible, usually in the 
first half of May, since they require 115-125 
days to reach maturity. 


WORLD: SUNFLOWER SEED SUPPLY AND DISPOSITION 


2001 2002 2003 2004 


-2002 -2003 -2004 -2005p  -2006f 
Harvested Area (kha) 19;2207,20:230° 22.710 21,420: 22,819 
Average Yields (t/ha) tt 1.18 head: 1.20 1.20 


Carry-in Stocks 883 792 11 exeV7/ 1,605 53S 
Production: 
Russia 26109 3665) 4:850) 45/5055, 100 
Ukraine 2251 3,270 4,252 3,050 4,000 
Argentina 3,844 3,700 3,240 3,600 3,900 
European Union Sos0m sof toe 000 e416) 3015 
India 1,450 1,625 1,700 1,750 1,850 
China 1,478 1,946 1,743 1,690 1,780 
United States (25511 4 fe PP 1,209 929 1,534 
Romania 144 890 1,400 1,425 1,300 
Bulgaria 392 580 720 850 850 
South Africa 930 642 651 665 700 
Turkey 520 820 600 650 670 
Canada* 104 157 150 54 106 
Other 1,599 Olle elo wm 2.1 e114 
Total Production 21,369 23,957 26,680 25,771 27,419 
Total Supply 22,252 24,749 28,017 27,376 28,957 
Total Use 21,460. 23,412 26,412 25,838 27,360 
Carry-out Stocks 792 1,337 1,605 1,538 1,597 
Stocks-to-use ratio (%) 4% 6% 6% 6% 6% 


p: preliminary 
f: forecast, USDA; except * which is AAFC - September 2005 
Source: USDA, except * which is Statistics Canada - September 2005 


Canadian sunflower seed production fell 
sharply in the mid-1990s when crushing 
ended in Canada. However, production has 
been trending upwards since 1998-1999 
with most of the increase for the 
confectionery type, which has become the 
main type produced. Manitoba accounts for 
most of the production, followed by 
Saskatchewan, Alberta and Ontario. The 
main producing areas are south-central 
Manitoba, south-western Manitoba and 


south-eastern Saskatchewan. 
The Canadian sunflower seed 
harvest occurs mainly in 
October. 


NuSun 

NuSun is a mid-oleic 
(monounsaturated fatty acid) 
sunflower seed which has a 
low saturated fat profile. The 
oleic acid content of NuSun oil 
is about 65% compared to 16% 
for traditional sunflower oil, this 
compares well with 61% for 
canola oil and 23% for soybean 
oil. Oil produced from NuSun 
hybrids contains about 65% 
monounsaturated fat, 26% 
polyunsaturated fat and 9% 
saturated fat, which is 
considered to be the optimum 
fat balance under current 
dietary fat recommendations. 
The 72% linoleic acid content 
of oil from traditional hybrids 
has been reduced to 26%, 
which means that 
hydrogenation, bubbling 
hydrogen into the oil, is not 
necessary for oil produced from 
NuSun hybrids. Since there is 
no hydrogenation, there is no 
formation of trans fatty acids. 
The high oleic acid and low 


I+E 


Canada 


saturated fat profile is believed to lower 
cholesterol and the risk of coronary heart 


disease 


There are several advantages to NuSun oil. 
First, the costs of hydrogenation are avoided 
since it holds up longer in frying vats without 
flavour deterioration. Second, trans fatty 
acids, which are considered to be unhealthy, 


are not present because there is no 


hydrogenation. Third, end user costs are 


lower since it is not necessary to 
replace the oil as frequently during 
frying as with other vegetable oils. 
Finally, at frying temperatures, NuSun 
oil produces more flavour-stable 
snack food. 


Commercial production of NuSun 
hybrids started in the US in 1998 and 
has increased significantly since then 
to meet market demand. The 
development of NuSun has shifted 
sunflower oil use in the US to 
domestic markets from export 
markets. NuSun hybrids are also 
produced in Canada. 


Sunola and Sunwheat 

Shorter season oilseed type varieties 
have been developed for areas where 
the traditional hybrids cannot be 
grown. They have the further 
advantage of being able to be sown 
and harvested with the same 
equipment as cereal grains or canola, 
whereas the traditional hybrids 
require specialized equipment. 
Sunola is a miniature, open pollinated 
sunflower, which requires 99-103 
days to maturity. The oil content is 
equal to sunflower hybrids. 
Sunwheat is a dwarf hybrid sunflower 
and requires 100-110 days to 
maturity. Its oil content is slightly 
lower than Sunola. It is more suited 
to the arid areas and able to 
withstand periods of summer heat 


US FARM SECURITY AND RURAL INVESTMENT ACT OF 2002 (FSRIA) 


Under the FSRIA, for crop years 2004-2007, the loan rate is US$0.093/lb, based on prices for the oilseed type, compared to US$0.096/Ib for 
2002 and 2003. These rates are for the top grade and there are discounts for lower quality seed. The loan rate varies by county. The loan 
rate provides a floor return because if the price is lower than the loan rate, the producer is eligible for a loan deficiency payment (LDP). Since 
the LDP for the confectionery type is the same as for the oilseed type, the confectionery type prices are not used in determining the LDP. 
Sunflower seed is also eligible for the minor oilseeds direct payment of US$0.008/lb. However, this is based on historical seeded area and 
yields, and is theoretically decoupled from the area seeded during the year of the payout. Sunflower seed is eligible for the minor oilseeds 
counter-cyclical payments (CCP) based on the target price of US$0.098/lb for crop years 2002 and 2003, and US$0.101/Ib for crop years 
2004 to 2007. However, in calculating the CCP, the direct payment is first deducted from the target price. Therefore, since the target price 
minus the direct payment is less or equal to the loan rate or market price, no counter cyclical payment is expected for sunflower seed. 


better than some other crops. Both Sunola 
and Sunwheat have lower yields than 
traditional hybrids. 


LDP’s under FSRIA have been relatively small because prices have generally been higher than the loan rate. Therefore, the main benefit of 
the loan program has been that it provides a floor return, which supports sunflower seed planting especially in years when prices of 
alternative crops are low. The support for higher planting contributes to higher supply, which pressures Canadian prices downward. 


The Canadian Special Crops Association 
(CSCA) (www.specialcrops.mb.ca) 
establishes trade rules for domestic trade 


and serves as a forum for exporters, dealers 


Marketing 

Sunflower seed is sold on the open market 
to dealers located mostly in Manitoba. 
Sunflower seed is shipped bulk in trucks or 
rail cars. Some sunflower seed is grown 
under production contracts which guarantee 
a price for part of the production. 


WORLD: SUNFLOWER SEED EXPORTS 


2001 2002 2003 2004 2005 
-2002 = -2003 -2004 -2005p -2006f 


Ukraine 950 


Romania 101 168 470 425 400 
Russia 18 185 310 200 380 
Bulgaria 109 291 318 320 300 
Argentina 356 213 46 130 ATS 
US 200 166 170 on 164 
Uruguay 135 195 135 145 100 
China 30 61 74 110 60 
Canada’* 92 105 96 a2 60 
EU 52 28 63 48 47 
Other 1008 oes = VPS Da is} 76 
Total 1,323 1,828 2,744 1,706 2,377 


2001 
-2002 


2002 
-2003 


2003 
-2004 


2004 
-2005p 


2005 
-2006f 


1,002 


1,442 


Turkey 165 229 660 525 400 
US 76 98 90 40 Ch. 
Mexico 10 104 38 25 Kye) 
Pakistan 0 80 136 10 a Ke} 
Other R10} 2 82275. _ 346 205 Wee 
Total 152206 4,711 2,576 1,515 2,205 


p: preliminary 
f: forecast, USDA; except * which is AAFC — Sep. 2005 
Source: USDA, except * which is Statistics Canada — Sep. 2005 


and brokers involved in the industry of 
trading Canada’s pulse and special crops, 
including sunflower seed. The website 
includes a section where buyers can submit 
a request for prices. 


The Canadian Grain Commission (CGC) 


administers quality control standards 
for sunflower seed. There are two 
grades for each type of sunflower 
seed. In addition, sunflower seed can 
be graded “Sample” if it does not 
meet the specifications for the two 
grades. For further information, or to 
access the Official Grain Grading 
Guide, please visit the CGC website: 
(www.grainscanada.gc.ca) 


Use 

The majority of the oil sunflower 
seeds in the world are crushed after 
the hull is removed. The hull 
represents about 15% of the 
sunflower seed weight. Dehulled 
seed yields 45-50% oil and 50-55% 
meal. The oil is used for frying or to 
produce salad dressing, shortening 
and margarine. The mid and high 
oleic hybrids produce oil for 
specialized markets. The meal is 
used as a protein supplement in 
livestock feed and usually contains 
about 35% protein. The hulls are 
used mostly for livestock bedding, 
with some used as a source of fibre 
for cattle feed. Use of oil sunflower 
seed by the bird seed industry is 
growing. In Canada, the majority of 
the oilseed type seed is used by the 
bird seed industry. 


Confectionery type sunflower seeds 
are used in the snack food industry as 
roasted sunflower seeds and dehulled 


for use in snack food and baking. Sunflower 
seeds are high in protein, calcium, 
phosphorous, iron, potassium, and 

vitamin E. The sunflower seed snacks are 
usually lightly coated in salt or spices. 

Some confectionery sunflower seeds are 
also used for bird seed. 


Less frequently, sunflower seeds are used 
for cattle feed. Usually damaged seed is 
used, but good quality seed is sometimes 
used in dairy cattle rations. 


Canadian domestic use, which includes 
food, feed, seed, dockage and waste, has 
been trending upwards in line with the 
growth in production and domestic 
processing. Since 1995, sunflower seeds 
have not been crushed in Canada, but the 
crush use has been replaced by increased 
processing of confectionery sunflower seed 
and increased use for bird seed. The 
markets for in-shell snack food, dehulled 
snack food, baking and bird seed have 
increased significantly. 


Exports 

The majority of Canadian sunflower seeds 
exports are to the US, with the balance 
going mostly to Europe, Latin America, the 
Middle East and northern Africa. Exports to 
the US are both oilseed and confectionery 
types, while exports to other parts of the 
world are mainly the confectionery type. In 
addition to the seed, prepackaged snack 
food, dehulled sunflower seed and bird seed 
are also exported. 


Prices 

In general, Canadian sunflower seed prices 
follow US prices adjusted by exchange 
rates. Oilseed sunflower prices are affected 
by the supply and demand factors for 
vegetable oil and protein meal. 
Confectionery sunflower seed prices depend 
on supply and demand conditions in the 
confectionery market. Bird seed sunflower 
prices mostly follow the prices of the oilseed 
type. Top grade prices of both 
confectionery and oilseed types increased in 
2004-2005, as compared to 2003-2004, with 
the sharpest increase for the confectionery 


type. 


In general, the top grade seed available was 
carried over from 2003-2004, as the quality 
of the 2004-2005 seed was damaged by wet 
weather, frost and disease, especially for 
the confectionery type. 


OUTLOOK: 2005-2006 


World 

Total world sunflower seed production and 
supply are forecast to increase by 6% to 
27.4 Mt and 29.0 Mt, respectively. Total use 
is expected to increase due to the higher 
supply and stronger demand, and carry-out 
stocks are forecast to increase only slightly, 
with the stocks-to-use ratio remaining at 6%. 


United States 

US sunflower seed production is forecast to 
increase by 65% to 1.53 Mt, because of an 
increase in seeded area, lower 
abandonment and higher yields. Total 
supply is forecast to increase by 49% to 
1.62 Mt, due to lower carry-in stocks. Oil 
sunflower seed production is forecast to 
increase by 58% to 1.26 Mt and supply to 
increase by 43% to 1.32 Mt. Confectionery 
sunflower seed production is forecast to 


August-July 
crop year 
Seeded Area (kha) 


Harvested Area (kha) 
Yield (t/ha) 


Carry-in stocks 

Production: 
Confectionery 
Oilseed 

Total Production 


Imports 
Total Supply 


Exports: 
US 
Europe 
Central and South America 
Middle East and Africa 
Asia and Oceania 

Total Exports 


Total Domestic Use 
Total Use 
Carry-out Stocks 


Stocks-to-use ratio (%) 


Harvested Area (kac) 

Yield (lb/ac) 

Average producer price* 

Oilseed $/t 
$/Ib 

Confectionery $/t 
$/Ib 


* Manitoba, No.1 Canada grade 
p: preliminary 


Source: Statistics Canada and AAFC 


CANADA: SUNFLOWER SEED SUPPLY AND DISPOSITION 
2001 2002 2003 2004 


3 
double to 274,000 t and supply to increase 
by 83% to 299,000 t. 


Canada 

Canadian sunflower seed production is 
forecast to more than double to 106,000 
tonnes (t) due to an increase in seeded 
area, lower abandonment and higher yields. 
Average quality is expected to return to 
normal. Oilseed type production is forecast 
to nearly double to 32,000 t, while 
confectionery type production is forecast to 
more than double to 74,000 t. Total supply 
is forecast to grow by 35% to 154,000 t, due 
to lower carry-in stocks. Exports and 
domestic use are expected to increase, due 
to higher supply and strong demand. Carry- 
out stocks are forecast to increase to 
20,000 t, with a stocks-to-use ratio of 15%. 


-2003 -2004 -2005p 
13 100 119 87 98 
67 95 115 59 81 
1:55 1.65 1.30 0.92 1.31 


46 22 35 25 18 


80 110 82 35 74 
24 47 68 19 32 


29 21 16 35 30 
179 200 201 114 154 


ras 91 84 Zk 50 
4 3 4 1 3 

4 3 3 3 4 

6 6 4 1 Zz 
nal mars aif nO el 
92 105 96 32 60 
65 60 80 64 74 
57 165 176 96 134 
22 35 25 18 20 
14% 21% 14% 19% 15% 
166 235 284 146 200 
1,474 1,164 817 1,169 

342 419 331 375 331 
15.5 19.0 15.0 17.0 15.0 
375 463 375 661 419 
17.0 21.0 17.0 30.0 19.0 


f: forecast, Agriculture and Agri-Food Canada, September 2005 


Total Canada and United States 

Oil sunflower seed production is forecast to 
increase by 58% to 1.29 Mt and supply to 
increase by 42% to 1.36 Mt. Confectionery 
sunflower seed production is forecast to 
more than double to 348,000 t and supply to 
increase by 80% to 383,000 t. 


Prices 

For both types, the average Canadian price 
is forecast to decrease from 2004-2005 due 
to higher supply. 


OUTLOOK: CANADA LONGER TERM 


Production of confectionery sunflower seed 
is expected to grow moderately in line with 
the growth in demand. Sunflower seed is 


considered to be healthy food and the 
industry has been developing new products, 
such as spreads and snacks made from 
sunflower seed kernels, which are expected 
to increase demand. 


Oil sunflower seed production is also 
expected to grow, but the rate of increase 
will depend on the price of vegetable oil as 
well as the growth in demand for bird seed. 
An additional factor is the growth in demand 
for NuSun. A continuing strong increase in 
demand for NuSun oil and attractive prices 
could result in a faster increase in Canadian 
oil sunflower seed production and possibly a 
return to sunflower seed crushing in 
Canada. 


UNITED STATES AND CANADA: 
TOTAL OIL SUNFLOWER SEED 
SUPPLY AND DISPOSITION 


Carry-in stocks 
Production: 
United States 
Canada 
Total Production 


Total Supply 

Total Use 

Carry-out Stocks 
Stocks-to-use ratio (%) 


2002 2003 
-2003 


2004 


-2004 -2005p 


52 168 


1,025 
68 
1,093 


1,261 
121 
140 
12% 


UNITED STATES AND CANADA: 
TOTAL CONFECTIONERY SUNFLOWER SEED 
SUPPLY AND DISPOSITION 


Carry-in stocks 
Production: 
United States 
Canada 
Total Production 


Total Supply 

Total Use 

Carry-out Stocks 

Stocks-to-use ratio (%) 20% 


2002 2003 2004 
-2003 


-2004 -2005p 


79 66 


175 184 
110 82 
285 266 


364 332 
298 284 
66 48 


22% 17% 20% 22% 


Excludes imports as US imports are mainly from Canada and Canadian imports 
are mainly from the US. 


p: preliminary 


f: forecast, USDA and AAFC — September 2005 


Source: USDA, Statistics Canada and AAFC — September 2005 
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The demand for NuSun oil is expected to 
continue growing especially in the snack 
food market and the fast food industry, as 
well as in the salad and home use markets. 
The trend to labeling regulations which list 
the amount of trans fatty acids will contribute 
to the growth in demand. 


Research is underway to develop hybrids 
that are tolerant to sclerotinia, the most 
devastating disease of sunflowers. 
Sclerotinia tolerant hybrids would decrease 
the risk of producing sunflower seed and 
improve producers’ financial returns. 


For periodic updates on the situation and 
outlook for sunflower seed, visit the 
Market Analysis Division Website for 
“Canada: Pulse and Special Crops 
Situation and Outlook.” 


For more information, contact: 


Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada’s “Stocks of Canadian Grain at July 31, 2005” report indicated that carry-in stocks of the major Canadian 
grains and oilseeds (G&O) for 2005-06 are almost 50% higher than for 2004-05. As a result, the total supply of G&O for 2005- 
06 is about 4% above last year, although production is estimated to decrease to 62 million tonnes (Mt) from 64 Mt last year. 


September 20, 2005 


The pace of harvest in western Canada is behind normal due to untimely rains, particularly in Saskatchewan and Alberta, 
where harvest progress is well behind normal. The delay caused by rain may reduce the quality of the crop, but the average 
quality of the crop in western Canada is expected to be better than last year’s poor quality crop. Protein levels are expected to 
be below average which is a negative factor for wheat and durum but is positive for malting barley selection rates. 


Generally, world prices for G&O are forecast to decline and prices in Canada will be further pressured by the strong 
Canadian dollar. The major factors to watch are: harvest conditions in Canada and the US, import demand from China, EU 
export policy, ocean freight rates and exchange rates. 


WHEAT (ex-durum) 

For 2005-06, carry-in stocks increased by 27% 
from 2004-05, to 5.5 Mt. A significant portion of 
which is stored on-farm because low feed wheat 
prices discouraged farmers from marketing all of 
their low quality wheat in 2004-05. Total supply 
for 2005-06 is down only marginally, despite an 
estimated 6% decline in production. Feed use is 
forecast to remain higher than normal because of 
the large supplies of low quality wheat carried 
over from 2004-05. Exports are forecast to rise 
by 14%, assuming increased supplies of high 
quality wheat. Carry-out stocks are forecast to 
decline by 18%. The Canadian Wheat Board 
(CWB) August Pool Return Outlook (PRO) is 
below 2004-05 for high quality wheat, but flat to 
slightly higher for lower quality wheat. 


DURUM 

Carry-in stocks increased by about 40% from 
2004-05 to 2.5 Mt, with 1.0 Mt on-farm. 
Production is estimated to rise slightly, so that 
total supply is expected to rise by 13% to a record 
7.6 Mt. Exports are forecast to increase, 
assuming adequate supplies of good quality 
durum, mainly due to increased import demand 
resulting from reduced production in North 
Africa and southern Europe. However, carry-out 
stocks are projected to rise for the 4" consecutive 
year, to arecord 3.0 Mt. The CWB 2005-06 
PRO is below 2004-05 for all grades, due to 
higher North American supplies. 


BARLEY 

Carry-in stocks increased by about 66% from 
2004-05 to 3.5 Mt, as a result of large production 
of low-quality barley and lower exports in 2004- 
05. Although production is estimated to fall from 
2004-05, total supply is up by 3%. Exports are 
expected to rise significantly, due to higher 
exportable supplies of malting barley in Canada 
and less competition in overseas markets. Carry- 
out stocks are expected to drop significantly. The 
off-Board feed barley price is forecast to rise 


slightly. Malting barley export prices will be 
pressured by the strength in Canadian dollar and 
improved world supplies, with the CWB PRO for 
Special Select 2-Row down by $6/t from 2004-05 
to $172/t. 


OATS 

Carry-in stocks increased by 25% due to higher 
supplies in 2004-05. Production is estimated to 
increase slightly, as higher harvested area more 
than offsets lower yields. Total supply is, 
therefore, expected to rise by 5%. Exports are 
expected to increase slightly from 2004-05 due to 
improved crop quality but will be pressured by 
high EU export subsides on oats. Carry-out 
stocks are expected to decrease. Feed oats prices 
are forecast to be similar to 2004-05, with a 
reduced premium for milling oats. 


CORN 

Carry-in stocks, as estimated by AAFC, are 
marginally below 2004-05 due to lower supplies 
in 2004-05. Production in 2005-06 is estimated 
to decline by 6%, due mainly to lower yields. 
This is expected to result in a significant increase 
in US corn imports, mainly to eastern Canada. 
Shipments of feed wheat and barley from western 
to eastern Canada are expected to decrease. Feed 
use is forecast to decline slightly. Food and 
industrial use is forecast to rise slightly, driven by 
higher ethanol production. The average Chatham 
price is forecast to increase due to tight supplies 
and a stronger Chicago-Chatham spread. 


CANOLA 

Carry-in stocks nearly tripled from 2004-05 to 
1.6 Mt due to increased supply. Production is 
estimated to rise by 8%, with total supply 
expected to increase by 20%. Domestic crush 
and exports are forecast to rise by only 6% and 
11% respectively, due to large supplies of palm 
oil and soybeans in competing countries. Carry- 
out stocks are forecast to increase sharply, to a 
record 2.5 Mt. The average price is forecast to 


decrease due to pressure from burdensome carry- 
out stocks, low US soyoil prices and the high 
Canadian dollar. 


FLAXSEED (excluding solin) 

Carry-in stocks decreased by 68% to a record low 
due to the sharp drop in output and strong pace of 
exports. Production is estimated to increase by 
102% to the highest level since 1998-99, due to a 
sharp rise in seeded area and expected yields. 
Total supply is expected to rise by 69%. Exports 
are forecast to increase sharply due to strong EU 
demand, increased domestic supply and sharply 
higher crude oil prices. Carry-out stocks are 
expected to rise sharply, but are not considered to 
be burdensome. The average 2005-06 price is 
expected to decline. 


SOYBEANS 

Carry-in stocks, as estimated by AAFC, are 
significantly higher than 2004-05 mainly because 
production was a record high. As a result, 
domestic supply is expected to increase by about 
7% despite a slight decrease in production. 

Total domestic use is expected to rise by 5%, to a 
near record level. Exports are forecast to remain 
stable at a record high 1.0 Mt, despite 
competition from large US and South American 
supplies. The average Chatham price is forecast 
to decrease due to lower US soybean prices. 


FURTHER INFORMATION: 
Wheat.....Glenn Lennox.... (204) 983-8465 
Fe=M Alec socncscccssnoserncrnves’ lennoxg@agr.gce.ca 
Coarse Grains......Joe Wang ...... 983-8461 
| TTY | epee 5 ae te wangjz@agr.gc.ca 
Oilseeds........ Chris Beckman ....... 984-4929 
PPI Ailes cctectasascecereseerer beckmac@agr.gc.ca 
Fred Oleson, Chief ..............ceseeeeee 983-0807 
E-11 al.......c.ccosscccoeseosese olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION September 20, 2005 


Grain and Area Imports Total Exports Food & Feed, Total Carry-out Average 
Crop Year Seeded Harvested Yield Production (b) «Supply ©) iy Gosksge Used) Stocks Price (f) 
(C) 000 ha--------- 1 = thousand metric tonnes-—_____—_--_____-------_---_- 
Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 219 683 1,789 224.21 
2004-2005P 2,230 2,141 202 4,962 1 6,752 3,218 240 555 1,013 Boel 199 * 
2005-2006F 2,280 ZieoL 2.28 5,083 1 7,605 3,600 250 565 1,005 3,000 1S te 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 165 °23;395 12,299 PATUTES: S225 6,805 4,291 206.03 
2004-2005P 8,169 7,722 PT 20,898 Seezo 203 11,586 2,718 4,641 8,145 5,471 187 * 
2005-2006F 7,742 7,530 2.61 19,633 10 25,114 13,200 2,750 Sh IMES: 7,414 4,500 184 ** 
All Wheat 
2003-2004 10,662 10,467 PAS 23552 18 29,295 US 2 3,027 3,442 7,488 6,080 
2004-2005P 10,339 9,862 2.62 25,860 (Ago Ih O55 14,805 2,958 5,197 9,158 7,992 
2005-2006F 10,022 9,762 2.53 24,716 11 32,719 16,800 3,000 4,340 8,419 7,500 
Barley 
2003-2004 5,046 4,446 PWT 12,328 36 13,838 2,445 298 8,579 9,291 2,102 135.8 
2004-2005P 4,678 4,050 3.26 13,186 82 Ss Sia 1,862 215 9,400 10,019 3,489 WAS 
2005-2006F 4,520 3,915 3.16 12,358 30 15,877 2,500 360 10,127 10,877 2,500 105-125 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 346 2,415 8,890 115317: 1,143 137.18 
2004-2005P 1,185 1,072 8.24 8,836 2,400 12,378 150 2,650 8,463 11,128 1,100 100.68 
2005-2006F WAZ 1,072 7.74 8,297 2,800 12,197 150 2,700 8,332 11,047 1,000 100-120 
Oats 
2003-2004 2,272 S75 2.34 3,691 19 4,234 1,557, 140 1,581 1,888 788 136.65 
2004-2005P 1,995 e315 2.80 3,683 26 4,497 1,672 91 eS75 1,837 988 130.68 
2005-2006F 1,955 1,418 2.63 Sri 15 4,734 1,700 170 1,794 2,134 900 120-140 
Rye 
2003-2004 246 147 2.22 327 0 352 172 47 47 i 68 104.44 
2004-2005P 284 165 2:53 418 1 487 122 48 155 220 145 70-80 
2005-2006F 218 159 2.39 380 1 526 150 48 161 226 150 70-90 
Mixed Grains 
2003-2004 241 135 2.84 384 0 384 0 0 384 384 
2004-2005P 220 111 2.87 318 0 318 0 0 318 318 
2005-2006F 219 120 2.62 314 0 314 0 0 314 314 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 26,317 PK  — ehlsyls 4,520 2,899 19,482 22,993 4,101 
2004-2005P 8,362 6,713 3.94 26,441 Z O09 mS SO OSI 3,806 3,003 19,912 DOLE S722 
2005-2006F 8,031 6,684 3.75 25,080 2,846 33,648 4,500 3,278 20,728 24,598 4,550 


a ee ee eee 
Canola 


2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 113 3,545 609 387.04 
2004-2005P 5,319 4,938 {a7 7,728 108 8,444 3,412 3,031 327 3,403 1,629 309.15 
2005-2006F 5,485 5,214 1.60 8,325 150 10,104 3,800 3,200 559 3,804 2,500 270-310 
Flaxseed 

2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 
2004-2005P 728 528 0.98 AiG 39 648 468 n/a n/a 151 30 n/a 
2005-2006F 844 809 1.29 1,044 20 1,094 700 n/a n/a 244 150 310-350 
Soybeans 

2003-2004 1,051 1,047 PV 2,268 587 3,000 914 1,500 ” 319 1,947 140 395.04 
2004-2005P 1,229 1,178 2.59 3,048 450 3,638 1,000 1,580 ” 488 2,193 445 248 
2005-2006F 1,176 1,158 2.56 2,963 250 3,657 1,000 1,750" 447 2,307 350 220-260 
Total Oilseeds 

2003-2004 6,531 6,464 feoZ 9,794 850 11,811 PTE n/a n/a 5,693 841 
2004-2005P PAT 6,643 117A 11,293 596 12,731 4,880 n/a n/a BiAn 2,104 
2005-2006F 7,506 7,181 1.72 IP Sey 420 14,855 5,500 n/a n/a 69355 3,000 

Total Grains And Oilseeds 

2003-2004 26,263 24,461 2.44 59 663 3,029 72,719 22S n/a n/a 36,174 11,022 
2004-2005P 26,038 23,219 2.74 63,595 3,119 77,736 23,491 n/a n/a 38,427 15,818 
2005-2006F 25,559 23,627 2.63 62,128 CV PM/T/ 81,223 26,800 n/a n/a 39,373 15,050 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(€) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, /S Chatham). 
* CWB Pool Return Outlook (PRO) — July 28, 2005 ** CWB Pool Return Outlook (PRO) — August 25, 2005 

1/ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

P: preliminary; F: forecast - Agriculture and Agri-Food Canada — September 20, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


Total Canadian pulse and special crops production is esti 
Statistics Canada’s (STC) July 31 production estimates an 
to 6.78 Mt, due to higher production and higher carry- 
stocks estimates for 2004-05. Exports are forecast to increase by 
stocks are also expected to increase. Average prices, 
mustard seed, decrease for dry peas, lentils, dry beans, 


increased by 15% 


STC’s yield estimates are significantly 


Since the survey was conducted from July 20 t 
could be lower than the estimates because of hot and dry weather in late July and early 
lower than normal, except for Manitoba where significantly higher than normal abandonment is expected. For western 

is about one to two weeks behind normal, but significantly ahead of 2004-05. Harvest progress is about a 

is mostly complete and a significant portion of chickpeas 


slightly 
Canada, harvest progress 


week ahead of normal for eastern Canada. Harvesting of dry peas and lentils 


over all types, grades and markets, 


September 20, 2005 


mated to increase by 4%, from 2004-05, to 5.43 million tonnes (Mt), based on 
d AAFC forecasts where STC estimates were not available. Total supply 

in stocks. This report incorporates STC’s year end carry-out 
15% and domestic use by 7% due to stronger demand, but carry-out 
are forecast to increase for chickpeas and 
canary seed and sunflower seed, and be the same for buckwheat. 


higher than trend for Ontario, Saskatchewan and Alberta, and much below trend for Manitoba. 
o August 5 before the start of harvest, the actual yields for crops in western Canada 
August. Crop abandonment is expected to be 


and mustard seed have been harvested. Harvesting of dry beans in eastern Canada is mostly complete, but only a small portion has 


been harvested in western Canada. Only a small portion of canary see 
start in late September and the sunflower seed harvest i 
lower than normal due to rain in large areas 0 


generally 


d has been harvested. The buckwheat harvest is expected to 
n early October. Overall quality is expected to be better than in 2004-05, but 
f Alberta and Saskatchewan during harvest. Although some late crops could 


still be damaged by frost, most unharvested crops are sufficiently advanced in development that frost would not damage them. The 


main factors to watch are precipitation and temperatures 
the exchange rates of the Canadian dollar against the US 


conditions in major producing regions, especially United States, India and Australia. 


DRY PEAS 

For 2005-06, production is estimated to 
decrease by 3%, as a 2% rise in seeded area is 
more than offset by lower yields. Production 
is expected to decrease for yellow, green and 
other types. Supply is estimated to increase 
by 7% due to higher carry-in stocks. World 
supply is expected to increase by 2% to 

12.6 Mt, but use is also forecast to increase, 
resulting in stable carry-out stocks. Canadian 
exports and domestic use are expected to 
increase due to stronger demand in the food 
markets in Asia and in the feed markets in the 
EU and Canada. Carry-out stocks are forecast 
to remain stable, with a stocks-to-use (s/u) 
ratio of 18%. The average price, over all 
types, grades and markets, is forecast to 
decrease slightly due to the higher world 


supply. 


LENTILS 

For 2005-06, production and supply are 
estimated to increase significantly, due to an 
11% rise in seeded area, higher yields and 
higher carry-in stocks. Production is expected 
to increase for all types; large, medium and 
small green, and red. World supply is forecast 
to increase by 15% to 4.5 Mt. Although world 
use is expected to increase because of higher 
demand, resulting mostly from lower prices, 
carry-out stocks are forecast to rise. Canadian 
exports are expected to increase by 34% due 
to the higher demand. Carry-out stocks are 
forecast to rise significantly, with a s/u ratio of 
60%. The average price, over all types and 
grades, is forecast to decrease moderately 
from 2004-05, as pressure from higher world 
supply is partly offset by support from higher 


quality. 


DRY BEANS 

For 2005-06, production and supply are 
estimated to increase, due to a 25% rise in 
seeded area and lower abandonment. 
Production is expected to increase for white 
pea, pinto, black, dark and light red kidney, 
cranberry and small red beans, but remain 
stable for Great Northern and pink beans. US 


production is forecast to increase by 44% to 
1.12 Mt, while supply increases by only 20% 
to 1.26 Mt due to lower carry-in stocks. 
Canadian exports are forecast to increase 
slightly due to higher supply. Carry-out 
stocks are expected to increase, with a s/u 
ratio of 6%. The average price, over all 
classes and grades, is forecast to decrease due 
to the higher supply. 


CHICKPEAS 

For 2005-06, production and supply are 
estimated to increase, because of a 65% 
increase in seeded area, lower abandonment 
and higher yields. Production is expected to 
increase for large and small kabuli types, but 
decrease slightly for the desi type. World 
supply is expected to increase marginally to 
8.95 Mt. Canadian exports are forecast to 
increase due to the higher supply. Carry-out 
stocks are expected to increase, but remain 
low. The average price, over all types, grades 
and sizes, is forecast to increase due to higher 
quality and a shift to the production of the 
higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production is estimated to 
decrease by 28% because of a 32% fall in 
seeded area, which is partly offset by higher 
yields. Production is expected to decrease for 
all types, yellow, brown and oriental. Supply 
is expected to increase slightly due to higher 
carry-in stocks. Although exports are forecast 
to rise due to higher demand, carry-out stocks 
are forecast to decrease only slightly, with a 
s/u ratio of 84%. The average price, over all 
types and grades, is expected to increase 
marginally as higher quality more than offsets 
pressure from the higher supply. 


CANARY SEED 

For 2005-06, production is estimated to 
decrease by 19%, as a 43% fall in seeded area 
is mostly offset by higher yields. Supply is 
expected to increase by 13%, as higher carry- 
in stocks more than offset the fall in 
production. World supply, 90% of which is in 


during the rest of the harvest period in Canada. Other factors to watch are 
dollar and other currencies, ocean shipping rates, and growing and harvest 


Canada, is forecast to increase by 12% to 
455,000 t. Although Canadian exports are 
expected to increase due to higher demand, 
carry-out stocks are forecast to rise, with a s/u 
ratio of 89%. The average price is forecast to 
decrease because of the higher supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
estimated to increase due to a 12% rise in 
seeded area, lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US 
supply is forecast to increase by 49% to 

1.62 Mt. World supply is expected to increase 
by 6% to 29.0 Mt. Canadian exports and 
domestic use are forecast to increase because of 
the higher supply. Carry-out stocks are 
expected to increase slightly, but remain low. 
The average price, over both types and all 
grades, is forecast to decrease because of the 
higher supply in US and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production is forecast 
to remain stable, as a lower seeded area is 
offset by lower abandonment and higher yields. 
Supply is expected to decrease due to lower 
carry-in stocks. Exports are forecast to 
decrease and carry-out stocks are expected to 
be negligible. The average price is forecast to 
be the same as in 2004-05, in line with a 
relatively stable world supply. 


FURTHER INFORMATION: 

Stan SKrypetz .........ccesseees (204) 983-8972 
Emad | iecccorascsevscens petzs@agr.ge.ca 

Fred Oleson, Chief ............ (204) 983-0807 
E-mail .......ccccccccscseseeees olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION September 20, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha (22 ane tee eee ee ee thousand metric tonnes - - -- --------------- Sit 

Dry Peas 
2001-2002 1,344 1,285 feo 2,023 27 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 11, C008 eZival 1.67 2,124 24 2,458 pols 937 205 175 
2004-2005P 1,388 1,345 2.48 3,338 56 3,599 1,856 1,148 595 135 
2005-2006F 1,410 1,364 2.37 3,228 40 3,863 2,050 PAS 600 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005P 778 750 1.28 962 10 1,010 449 316 245 310 
2005-2006F 860 847 1.44 1,219 5 1,469 600 319 550 255-285 
Dry Beans 
2001-2002 184 175 1.70 298 42 380 263 82 35 725 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 2A3 356 oH 482 344 83 55 495 
2004-2005P 163 126 nds 220 30 305 Dili 23 5 650 
2005-2006F 203 We leat 304 40 349 280 49 20 530-560 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1h 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005P 47 39 esi 51 5 76 46 25 5 385 
2005-2006F 77 VE 1.39 100 5 110 65 35 10 410-440 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 171 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005P 317 304 1.01 306 1 399 119 86 194 295 
2005-2006F PAT 212 1.04 220 1 415 140 85 190 285-315 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 DOT, 0.78 176 0 206 164 22 20 Cys 
2003-2004 251 243 0.93 226 0 246 168 11 67 345 
2004-2005P 356 318 0.95 301 0 368 163 35 170 230 
2005-2006F 204 199 1eZ3 244 0 414 180 39 195 195-225 
Sunflower Seed 
2001-2002 73 67 1255 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 Sr 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005P 87 59 0.92 54 35 114 32 64 18 490 
2005-2006F 98 81 leo 106 30 154 60 74 20 375-405 
Buckwheat 
2001-2002 14 14 1.14 16 1 110 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 a 3 340 
2003-2004 9 9 Je 10 1 14 5 7 2 SoD 
2004-2005P 9 u 0.71 5 1 8 4 4 0 355 
2005-2006F 7 5 1.00 5 1 6 2 4 0 340-370 
Total Pulse And Special Crops (c) 
2001-2002 Salo 2,993 1.23 3,681 120 4,543 2,671 1,203 669 
2002-2003 3,025 2,399 1.16 2,788 130 3,587 1,740 1,209 638 
2003-2004 2,797 PAT (GV (ESS 3,680 81 4,399 2,492 1,403 504 
2004-2005P 3,136 2,948 1.78 Oa 138 5,879 2,946 1,701 1,232 
2005-2006F S075 2,952 1.84 5,426 122 6,780 SOUT 1,818 1,585 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 

P: preliminary 

F: forecast, Agriculture and Agri-Food Canada, September 20, 2005 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES September 19, 2005 


; 


86.74 94.61 98.09 125.49 


rom: US Lake Port On Board Vessel 


20-Sep-05 6-Sep-05 22-Aug-05 20-Sep-04 
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8% Protein 
rom: Hamilton, ON 
0: Montreal, QC 


Sfp Acie > SNR i 
Moncton, NB 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


To: Montreal, QC 128.73 129.52 133.14 164.75 


Truro, NS 


Stephenville, NL rack / Truck via Sydne 


To: Montreal,QC_ 
| Moncton,NB_ 
[eee TUrONS anes gaia 
| Stephenville, NL__ | 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Cor. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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BUCKWHEAT / FLAXSEED 


Gov't Publications 


Buckwheat has many uses and is rated as one of the best sources of high biological value protein in the plant kingdom. In spite 
of its name, buckwheat is technically a fruit or a nut rather than a cereal grain. Although production in Canada has fallen to 
a low level, it is expected to increase over the longer term with the development of new varieties and increased consumption in 
Canada and the United States (US). This issue of the Bi-weekly Bulletin examines the situation and outlook for buckwheat. 


WORLD 


soils. Seeding normally takes place in the 


early part of June, after the risk of frost is gone. 


World buckwheat production has been 
variable, but trending downwards during the 
past 10 years. China generally produces about 
50% of the world’s buckwheat, Russia about 
20% and Ukraine about 15%. 


It matures in 80-90 days and makes an 
excellent rotation with cereal grains. It requires 
less nitrogen than cereal crops and is very 
efficient at removing phosphorus from the soil 
for its own needs. It also increases the 


phosphorus available for subsequent crops 


World buckwheat exports averaged 173,000 
tonnes per year during the 5 year period 
ending in 2004. China normally accounts for 
about 75% of the exports and Japan normally 
accounts for about 60% of the imports. 


through its decomposing residue. Buckwheat 
is susceptible to stress during dry periods 
because the stomata stays open causing the 
plant to wilt. Weed control in buckwheat is a 
challenge since there are few herbicides 


available, particularly for broadleaf weeds. 


CANADA 


Since it is sown late, weeds are generally 


controlled with cultivation before seeding. 


Production 
Buckwheat is a broadleaf plant which grows 
best in well drained light to medium textured 


WORLD: BUCKWHEAT PRODUCTION 


2001 2002 2003 2004 
-2002 -2003 -2004 # -2005 


3,089 2,051 2,133 2,621 
0.84 0.89 1.19 1.09 


Harvested Area (kha) 
Average Yields (t/ha) 


China 1,250 968 1,340 1500 1400 
Russia 574 302 525 650 550 
Ukraine 388 209 311 293 300 
France 59 81 102 138 80 
United States 65 65 65 65 65 
Poland 59 40 44 59 50 
Brazil 50 48 48 48 50 
Kazakhstan 45 30 30 24 30 
Japan 26 25 26 27 25 
Canada* 16 12 10 5 5 
Other Bo ea ag) oe ea 
Total World 2,587 1,821 2,543 2,868 2,600 


f: forecast, AAFC - October 2005 
Source: FAO, except *Statistics Canada - October 2005 


Canadian buckwheat is normally harvested in 
September and early October. 


Buckwheat production 
in Canada has been 
trending downwards 
during the past 20 
years. Although 
buckwheat is produced 
from the Maritimes to 
Alberta, Manitoba 
normally accounts for 
more than half of 
Canadian production, 
with most of the rest 
produced in Ontario 
and Quebec. 


Uses 

Buckwheat is very 
nutritious and is used to 
make a wide range of 
products. The protein 
of buckwheat is 
comparable to animal- 
based proteins and is 
easily digestible. It has 
a well-balanced amino 


acid composition that is complementary to 
cereal grains, and buckwheat is high in iron, 
potassium, magnesium, sulfur and 
phosphorus, as well as vitamins B and P. 
Buckwheat is virtually fat free and is gluten 
free. An important by-product of buckwheat 
production is buckwheat honey, produced from 
nectar collected from buckwheat flowers by 
bees. 


Buckwheat is milled into light or dark flour or 
processed into groats, the meat of the seed, 
and grits which are essentially cracked groats. 
Buckwheat flour is mixed with wheat flour to 
make noodles called Soba in Japan. Large 
seeded varieties, such as Koban and Koto, 
have a starch content about 7-8% higher than 
other varieties. In addition, the starch is softer, 
which makes the noodles chewy. This is a 
desirable trait. It also enables Japanese 
buckwheat millers to use up to 80% buckwheat 
in their noodle mixes compared to the usual 
blend of 50% buckwheat and 50% wheat flour. 
Buckwheat flour is also used for pancake 
mixtures or mixed with wheat flour for baking 
bread, rolls and cakes. As well, it is mixed with 
semolina to make pasta and is used in 
breakfast cereals, puffed snacks and stuffing. 
Since buckwheat does not contain gluten, it 
can be used to produce flour rich in high quality 
proteins, valuable for people with gluten 
sensitive enteropathy (celiac disease). 


The groats and grits can be eaten plain, 
roasted or flavoured. Roasted groats and grits 
are called “kasha” in central and eastern 
Europe and are eaten as a porridge or used as 
a stuffing. The groats are also used to 
decorate bread and other baked goods. They 
are also used as a meat substitute or extender, 
for stuffing meats and vegetables, for mixing in 
soups and stews, and as a side dish. 
Buckwheat is also used in the manufacture of 
beer and ice cream. 


Canada 


WORLD: BUCKWHEAT EXPORTS 


calendar year 2000 2001 2002 2003 2004 


pads. 


104 Marketing 


Netherlands* 10 
United States 17 
Canada 

Ukraine 

Poland 

Russia 

Other 

Total 


* re-exports 


calendar year 2000 2001 2002 2003 2004 


93 91 
Russia 1 3 
France 14 8 
Netherlands 10 
United States 3 
Other BEE MSL eats, 
Total 168 164 151 


Source: FAO, Global Trade Atlas & Statistics Canada — 
October 2005 


and health benefits. 


181 


Some light weight buckwheat seed is 
used for bird seed mixtures. The hull can 
be used to make pillows and heating 


All of the buckwheat produced in Canada 
is sold on the open market to dealers. It 
is normally sold within a year after 
harvest, as it tends to lose its value when 
new crop starts to come into the market. 


The Canadian Special Crops Association 
(CSCA) (www.specialcrops.mb.ca) 
establishes trade rules for domestic trade 
and serves as a forum for exporters, 
dealers and brokers involved in the 
industry of trading Canada’s pulse and 
special crops, including buckwheat. The 
website includes a section where buyers 
can submit a request for prices and 
information on buckwheat uses, nutrition 


The Canadian Grain Commission (CGC) 
administers quality control standards for 
buckwheat. For further information, or to 
access the Official Grain Grading Guide, 
please visit the CGC website: 
www.grainscanada.gc.ca 


Domestic Use, Exports and Prices 


CANADA: BUCKWHEAT SUPPLY AND DISPOSITION 


August-July 


crop year -2002 -2003 -2004 -2005 -2006f 
Seeded Area (kha) 14 12 9 9 le 
Harvested Area (kha) 14 12 9 if 5 
Yield (t/ha) 


Carry-in stocks 0 3 3 2 0 
Production 16 12 10 5 5 
Imports 1 1 1 1 1 
Supply 17 16 14 8 6 


Exports: 
United States 2.8 Uo PA 1.8 i 
Japan 310 4.0 1.9 1.4 tS) 
Other 0.2 0.3 0.4 0.8 0.4 
Total Exports 6 6 5 4 3 


7 4 3 
Total Use 14 13 12 8 6 
Carry-out Stocks 3 3 2 0 0 


Total Domestic Use 


Seeded Area (kac) 35 30 22 22 112/ 
Harvested Area (kac) 35 30 22 his 12 
Yield (bu/ac) 21 19 21 13 19 


Average producer price* 
Yellow Sit 325 340 355 355 340-370 
$/bu 7.08 7.40 hak 7.73 7.40-8.05 


* Canada, average over all grades and markets 
f: forecast, Agriculture and Agri-Food Canada, October 2005 
Source: Statistics Canada and AAFC 


There are several 
small processors 
of buckwheat in 
Canada, 
concentrating on 
milling buckwheat 
for flour, groats 
and grits, 
including for the 
organic food 
market. Some 
buckwheat is 
used in bird seed 
mixtures. 


Japan and the 
US are the main 
markets for 
Canadian 
buckwheat. 
Canadian 
buckwheat 
imports are 
mainly from the 
US. 


Average 
Canadian prices, 
over all grades 
and markets, 
have been 
relatively stable 
during the past 
ten years. Most 


of the buckwheat is grown under contract 
which guarantees the price for part, or all, of 
the production before seeding. 


OUTLOOK 


2005-2006 

World buckwheat production is forecast to 
decrease from the higher than trend production 
level in 2004-05. 


Canadian production is forecast to remain 
stable, as a decrease in seeded area is offset 
by higher yields. However, supply is forecast 
to fall because of lower carry-in stocks, 
resulting in lower exports and domestic use. 
Carry-out stocks are expected to be negligible. 
The average price, over all grades and 
markets, is forecast to remain stable. 


Canada: Longer Term 

There are three main challenges which are 
limiting buckwheat production in Canada: (1) 
low yields, (2) lack of frost tolerance, and (3) 
the difficulty in controlling weeds. Work is 
underway in all three areas and improvements 
would increase the economic viability of 
buckwheat production. 


Another method of improving the economic 
viability of buckwheat production is to increase 
demand and strengthen prices. This involves 
the development of varieties which are more 
desirable in Japan and by promoting the health 
benefits of eating buckwheat products to the 
consumers in North America. 


The North American Buckwheat Promotion 
Committee is working “to develop and promote 
expanding use of buckwheat and its products 
by creating awareness of buckwheat’s natural 
nutritional advantages’. 


Buckwheat has the potential to be used in 
pharmaceutical and nutraceutical products. It 
is high in lysine, an amino acid used in 
nutraceuticals. Buckwheat contains 
antioxidants: rutin, quercetin, hyperoside, 
catechin, epicatechin and proanthocyanidins. 


Higher use in Canada and the US, as well as 
higher shipments to Japan and other overseas 
markets, would increase production, increase 
crop diversification and expand domestic 
processing. 


For periodic updates on the situation and 
outlook for buckwheat, visit 
Market Analysis Division Online for 
“Canada: Pulse and Special Crops Outlook.” 


For more information, please contact 
Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 


Canada continues to be the world’s largest producer and exporter of flaxseed, representing about 80% of world trade. Asa 
result, Canadian supply conditions have a major impact on the world flaxseed market. Canada has exported an average of 
almost $250 million per year in flaxseed for the past 5 years. For 2005-2006, Canadian supplies are forecast to rise by about 
two-thirds as the largest flaxseed crop in recent history is moderated by record low carry-in stocks. Exports are also expected 
to increase significantly. Prices are projected to fall sharply, to a near normal $325 a tonne (/t), from over $500/t for much of 
2004-2005. This issue of the Bi-weekly Bulletin examines the situation and outlook for flaxseed for 2005-2006 and 2006-2007. 


WORLD 


World production of the 10 major oilseeds 
(soybeans, cottonseed, canola/rapeseed, 
peanuts, sunflower seed, palm kernels, copra, 
sesame seed, flaxseed, and castorseed) is 
estimated at 377.3 million tones (Mt) in 2005- 


2006, an increase of only 3 Mt over 2004-2005. 


Flaxseed production is estimated at 2.60 Mt, 
less than one percent of world output. 


World production of flaxseed has ranged 
between 2.0 Mt and 2.5 Mt over the past 5 
years. By contrast, the world flaxseed crush 
has averaged a stable 1.86 Mt annually over 
the past five years. The EU-25 has the largest 
domestic crushing sector followed by China 
and the US. The crushing process produces 
two products, linseed (flaxseed) oil and linseed 
(flaxseed) meal. 


For 2004-2005, world processing of flaxseed 
declined slightly to 1.82 Mt from 1.92 Mt in 
2003-2004, because of a reduced EU-25 
crush. Flaxseed was in short supply following 
a mid-August frost across the major flaxseed 
growing regions in Canada which struck a late 
seeded and immature crop. As a result, both 
crop volume and quality were in short supply, 


WORLD: FLAXSEED 
SUPPLY AND DISPOSITION 


2003 
-2004 


2004 
-2005e 


Carry-in stocks 0.19 


Production 


Canada* 0.75 0.52 
China 0.45 0.46 
United States 0.27 0.27 
India 0.23 0.20 
EU-25 0.17 0.16 
Other 0.29 0.42 
Total Production 2.16 2.03 


Total Supply 2.22 


Crush 1.92 1.82 
Other 0.25 0.28 
Total Use 72406 2.10 


Carry-out Stocks 0.12 
Trade 0.82 0.64 


e: estimate, Oil World, June 13, 2005 
f: forecast, AAFC - October 2005 


-2006f 


resulting in demand rationing of Canadian 
flaxseed into the EU-25. 


The reduced EU crush was mostly offset by an 
increase in US crush to about 0.37 Mt for 
2004-2005. The increase in US crush was 
supported by increased imports from Canada 
and by a stable US production of 0.27 Mt. 
Chinese crushing of flaxseed remained stable 
at 0.42 Mt supported by the availability of 
domestic supplies. 


Trade 

For 2004-2005, world trade in flaxseed 
declined sharply to 0.64 Mt, from 0.82 Mt the 
previous year due to production problems in 
Canada. Most of the world trade in flaxseed 
consists of Canadian exports to the EU-25 and 
to the US. Minor volumes are exported from 
the US and Argentina, with North American 
shipments ranging from 11,000 t to 100,000 t 
over the past five years while Argentine 
exports peaked at 23,300 t in 2004-2005. 


The EU-25 imports from 0.4 Mt to about 0.6 Mt 
of flaxseed annually, while the US typically 
imports 50,000 t to 150,000 t of flaxseed a 
year. 


Linseed Oil and Meal 
World production of linseed oil ranged from 


The major producers of linseed oil are the 
EU-25, the US and China. As it is 
commonly used in industrial products such 
as paints, paint thinners and linoleum, all of 
which compete against petroleum based 


about 0.6 Mt to 0.7 Mt over the past 5 years. 


products, demand and prices for linseed oil are 
more affected by world crude oil prices than 
they are by other vegetable oils. Rising crude 
oil prices are expected to support the demand 
for linseed oil. Not surprisingly, the EU-25, 
China and the US are the major users of 
linseed oil. World trade in linseed oil is slightly 
above 0.1 Mt annually, with the EU-25 and the 
US each roughly accounting for one-third of the 
trade. 


World linseed meal production ranges from 
1.1 Mt to 1.4 Mt annually over the past 5 years. 
The EU-25 produces roughly about one-third of 
the world’s linseed meal, followed by China at 
one-quarter and the US at slightly under one 
fifth market share. Most of the meal is 
consumed within the producing country with 
only about 60,000 t per year traded over the 
past six years. Of that, Canada accounted for 
about one-half of the world’s exports in linseed 
meal which went to the US and the EU-25. 


Situation 

For 2005-2006, world production of flaxseed is 
estimated to rise by over 0.5 Mt on support 
from increased production in Canada and the 
US. World flaxseed supplies are expected to 
rise by about 25% as the higher output more 
than offsets the decline in carry-in stocks. 
World usage is projected to rise supported by 
increased supplies and higher crude oil prices 
which continue to trade at over US$60 a barrel. 
World trade is forecast to rise by 36% because 
of higher Canadian exports to the EU-25. 
Carry-out stocks are forecast to rise sharply, 
with about one-half of the ending stocks 
located in Canada. 


Source: Oil World, except *which is Statistics Canada 


CANADA: FLAXSEED EXPORTS BY 
COUNTRY OF DESTINATION 


2003 2004 2005 
-2004 -2005p -2006f 


......... thousand tonnes 


August-July 
crop year 


EU-25 


Belgium 462.9 312.5 500.0 


Netherlands 0.0 0.0 20.0 
Germany 0.0 0.0 1.0 


3.0 1.0 


Other (040) 


Total EU-25 462.9 522.0 


United States 107.9 125.0 
Japan 20.4 35.0 
Egypt me 724. 18.0 
World 608.6 700.0 


p: preliminary 
f: forecast, AAFC - October 2005 
Source: Statistics Canada 


China is expected to be the world’s 
second largest producer of flaxseed in 
2005-2006, producing 0.48 Mt which is a 
slight increase from 2004-2005. Most of 
the linseed grown in China is processed 
domestically with only about 5,000 t 
expected to be exported. China is also 
not a major trader in linseed oil or meal. 


The US is forecast to produce 0.43 Mt of 
flaxseed for 2005-2006, a sharp rise from 
the 0.27 Mt per year produced for the 
previous 3 years. The increase is due to 
a rise in seeded area resulting from the 
unusually high flaxseed prices of 2004- 
2005. Total supplies are forecast to rise 
to slightly under 0.6 Mt as the US imports 
about 0.12 Mt of flaxseed from Canada. 
Total American usage is expected to rise 
with about 0.55 Mt being processed 


domestically and around 0.05 Mt being 
exported. Linseed oil output is forecast to rise 
to 0.19 Mt while total meal production is about 
0.36 Mt. Most of the oil and meal is expected 
to be consumed domestically, while about 
50,000 t of linseed oil and 40,000 t of linseed 
meal is exported. 


In the EU-25 for 2005-2006, the supply of 
flaxseed is forecast to rise as output rises 
marginally and imports are forecast to increase 
to 0.6 Mt, from 0.45 Mt, for 2004-2005. Asa 
result, crushing of flaxseed is forecast to rise 
by 0.1 Mt, to 0.58 Mt, for 2005-2006 while 
about 0.18 Mt of flaxseed are destined for 
bakery products and animal feed, etc. Carry- 
out stocks are forecast at a minimal 30,000 t. 
Linseed oil production is forecast to rise to 
around 0.2 Mt, most of which will be consumed 
internally. Similarly, linseed meal output is 
forecast to return to a near normal 0.35 Mt, 
which will be largely consumed within the 
EU-25. 


Canadian production of flaxseed is estimated 
to more than double for 2005-2006, partly the 
result of an over 50% increase in seeded area 
and partly because of a sharp rise in expected 
yields. However, total supplies are projected to 
increase by only 67% due to record low carry- 
in stocks. Exports are projected to rise to the 
highest level since 1998-1999 due to strong 
EU and US import demand as a result of 
spillover support from high crude oil prices. 
Total domestic use is forecast to rise by 56% 
as a result of higher crush, increased food 
consumption and higher feed, waste and 
dockage. Carry-out stocks are forecast to rise 
fivefold but at 0.15 Mt are not considered 


CANADA: FLAXSEED 
SUPPLY AND DISPOSITION 


2003 
-2004 


728 
1.04 


2004 
-2005 


528 
0.98 


August-July 
crop year 


Harvested Area (kha) 
Average Yields (t/ha) 


Carry-in stocks 129 93 
Production 754 Sili7 
Imports _20 _38 
Total Supply 903 648 


609 468 
202 = 150 
811 618 
Carry-out Stocks 93 30 


Price* CAN$ per tonne, 
in-store, Thunder Bay 


Exports 
Total Domestic Use 
Total Use 


382 n/a 


CANADA: FLAXSEED PRICE* 


"ap 22 Pes PRS FR Pe ee PEs F 
5 5 


* No.1 CW, cash, in-store Thunder Bay ; Source: Winnipeg Commodity Exchange 


FLAXSEED FUTURES CONTRACT 


On September 8, 2005, the Winnipeg Commodity Exchange (WCE) announced that it was de-activating 
the flaxseed futures and options contracts from trading on the electronic trading platform. The WCE 
Oilseeds Committee is recommending to the WCE Board of Directors that the flaxseed futures and 
options contracts be de-listed due to the lack of liquidity in these contracts. The flaxseed futures 
contract has not traded since December 7, 2004. The Board of Directors will reconsider the 
recommendation at their meeting scheduled for October 19, 2005. 


2005 
-2006f 


811 
1.28 


305 


-345 


*No. 1 CW, Winnipeg Commodity Exchange, cash 
n/a = not available 
f: forecast, AAFC — October 2005 


Source: Statistics Canada 


burdensome. Flaxseed prices are forecast to 
average about $330/t for 2005-2006, a sharp 
decline from 2004-2005 due to increased 
supplies. 


Canadian linseed oil production is forecast to 
rise slightly, but remain below 30,000 t for 
2005-2006 with both imports and exports 
expected to range between 5,000 t to 

10,000 t. Similarly, linseed meal production is 
forecast to rise to slightly below 50,000 t. 
About 20,000 t is expected to be exported, 
mostly to the US. 


OUTLOOK 


For 2006-2007, world flaxseed production 
is projected to decline slightly mainly due to 
lower production in Canada. However, total 
world supplies are projected to rise 
marginally as sharply higher carry-in stocks 
offset the drop in output. World crush of 
flaxseed is projected to rise marginally, to 
slightly over 2.0 Mt, indicating a slight 
increase in world linseed oil and linseed 
meal output. World trade is projected to 
rise slightly. Carry-out stocks are also 
projected to rise slightly. 


For 2006-2007, the area seeded to flaxseed 
in Canada is expected to decrease under 
pressure from lower prices in 2005-2006. 
Total output of flaxseed is projected to 
decline to under 1.0 Mt due to the 
combination of lower area and lower yields. 
In early October, 30% of the flaxseed 
remained unharvested. Flaxseed supplies 
are projected to rise slightly as sharply 
higher carry-in stocks more than offset the 
decline in output. Exports and total 
domestic use are projected to remain 
stable. Carry-out stocks are forecast to rise 


while flaxseed prices rise slightly on support 
from high crude oil prices. 


For more information, please contact 
Chris Beckman, Oilseeds Analyst 
Phone: (204) 983-8972 
E-mail: beckmac@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, Canadian grain and oilseed (G&O) production is estimated by AAFC to decrease to 62.6 million tonnes (Mt), from 63.6 Mt in 2004-05, 
versus the 10-year average of 59.2 Mt, based on Statistics Canada’s “September Estimate of Production of Principal Field Crops, Canada, 2005”. 
Production in western Canada is estimated to decrease slightly from 2004-05, to 47.9 Mt, with lower yields more than offsetting higher harvested 
area. The harvest in western Canada is about 70% complete, about 10 days behind normal due to wet conditions in many regions. The quality of the 
crop is expected to be below normal, although better than last year’s poor quality crop. In eastern Canada, production is estimated to be down by 
4% from 2004-05 at 14.9 Mt. In Ontario and Quebec, generally hot and dry weather reduced yields and lowered the production of corn and 


soybeans. 


October 7, 2005 


Total supply of G&O in Canada is forecast to increase to a record 81.5 Mt, due to sharply higher carry-in stocks. Exports are forecast to increase 
by 15% to 27.3 Mt. Total domestic usage is also forecast to increase but carry-out stocks will remain historically high. Generally, world wheat and 
corn prices are forecast to be similar to last year, with soybean prices expected to decrease. Prices in Canada will continue to be pressured by the 
strong Canadian dollar. The major factors to watch are: harvest conditions in Canada and the US, import demand from China, EU export 
subsidies, ocean freight rates, Canadian trade investigations into imports of US corn, and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is estimated to decline by 
4%, but remain slightly above the 10-year average. 
Despite the smallest seeded area since 1974-75, 
yields are a near-record 39.4 bu/ac. Total supply is 
up marginally, due to higher carry-in stocks. The 
percent of the crop falling into the top grades is 
expected to be lower than normal, although better 
than 2004-05, and the carry-in stocks are also 
estimated to be mainly of lower grades. As a 
result, domestic feed use is forecast to decrease 
from last year but remain higher than normal. Due 
to increased supplies of milling quality, exports 
are forecast to rise by 17%. Much of the lower 
quality wheat is expected to be absorbed by the 
domestic feed industry. Carry-out stocks are 
forecast to decline. The Canadian Wheat Board 
(CWB) September Pool Return Outlook (PRO) is 
equal to or above 2004-05 for most grades and 
classes of wheat, except high protein No.1 CWRS. 
Protein premiums are forecast to decline from last 
year, due to larger supplies of high quality spring 
wheat, but remain above the previous 3 years. 


DURUM 

Production is estimated to rise by 8% due to yields 
which are 4% above 2004-05, and 19% above the 
10-year average. Total supply is up by 17% at a 
record 7.9 Mt. Exports are expected to increase by 
15% due to higher demand from major importers 
resulting from dryness in North Africa and 
southern Europe. However, more competition 
from other exporters and the inelastic nature of 
durum demand will pressure exports. As a result, 
carry-out stocks are projected to rise by 27% to a 
record 3.2 Mt, equal to 70% of 10-year average 
production. It is therefore unlikely that the CWB 
will be able to accept delivery of all durum offered 
by farmers in 2005-06, and farm-held stocks are 
forecast to increase by almost 70% to a record 

1.7 Mt. The CWB 2005-06 PRO is significantly 
below 2004-05 for all milling grades, due to larger 
supplies in both the US and Canada. 


BARLEY 

Production is estimated to fall by 8% from 
2004-05, as a result of lower area and yields. Total 
supply, however, is projected to increase slightly 
due to high carry-in stocks which resulted from the 
large production of low-quality barley in 2004-05. 
The quality of the 2005-06 crop is estimated to be 
below normal. Exports are forecast to rise by 34% 
due to higher feed barley exports. Carry-out stocks 
are expected to drop significantly, returning to a 
near-normal level. The off-Board feed barley price 
is forecast to decline slightly. Malting barley 
prices will be pressured by higher world 
production, with the CWB PRO for Special Select 
2-Row down by $8/t from 2004-05 at $171/t. 


OATS 

Production is estimated to decrease by 10% due to 
lower yields. Total supply is expected to decline 
by 4%, as lower production more than offsets 
higher carry-in stocks. Exports are forecast to 
decline marginally due to lower US import 
demand. Carry-out stocks are expected to 
decrease. Feed oat prices are forecast to be similar 
to 2004-05. 


CORN 

Production is estimated to decline by 4% because 
of lower yields. However, carry-in stocks are 
significantly higher than for 2004 05, so that 
domestic supply is estimated to increase by 3%. 
Corn imports, mainly from the US into eastern 
Canada, are therefore expected to decrease by 
17%. Food and industrial use is forecast to rise, as 
a result of increased ethanol production. Canadian 
prices are expected to be similar to 2004-05, as 
the impact of lower US corn prices and the strong 
Canadian dollar is offset by lower carry-out stocks 
in Canada. 


CANOLA 

Production is estimated to rise by 9% to the second 
highest level on record. Total supply is expected to 
increase by 21% because of significantly higher 
carry-in stocks. Crop quality is expected to be 
slightly above normal due to good growing 
conditions across the western prairies, which have 


more than offset the excessive moisture and poor 
crops in eastern Manitoba. Domestic crush and 
exports are forecast to rise by only 6% and 14% 
respectively, due to competition from large 
supplies of palm oil and soybeans in competing 
countries. Carry-out stocks are forecast to increase 
sharply, to a record 2.5 Mt. The average price is 
forecast to fall, under pressure from low US soyoil 
prices and the burdensome carry-out stocks in 
Canada. 


FLAXSEED (excluding solin) 

Production is estimated to double, reaching the 
highest level since 1998-99, due to significantly 
higher seeded area and yields. Total supply is 
expected to rise by 67%. Exports are forecast to 
increase sharply on support from high domestic 
supplies, strong EU demand and higher crude oil 
prices. Carry-out stocks are expected to rise 
sharply, but are not expected to be burdensome. 
The average price is expected to decline. 


SOYBEANS 

Production is estimated to fall marginally due to 
lower seeded area. Domestic supply is estimated to 
increase due to significantly higher carry-in stocks. 
Imports from the US are expected to decrease by 
36%. Domestic use is expected to rise to a near 
record level. Exports are forecast to decrease only 
marginally despite competition from large US and 
South American supplies. The average Chatham 
price is forecast to fall, due to weaker world 
soybean prices and the strong Canadian dollar. 


FURTHER INFORMATION: 
Wheat.....Glenn Lennox.... (204) 983-8465 
BM ail. ...cc.ccecsscssesnvesssoe lennoxg@agr.gc.ca 
Coarse Grains......Joe Wang ...... 983-8461 
eM GUL ocean casevsceesascnceanee wangjz@agr.gc.ca 
Oilseeds........ Chris Beckman ....... 984-4929 
BTR BU cos cncsnedsnnsesescosee beckmac@agr.gc.ca 
Fred Oleson, Chief .................ss0008 983-0807 
BETA ceseresscversserersnntnaa olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION October 7, 2005 


Grain and Area Imports _—‘ Total Exports Food & Feed, . ian Carry-out Average 
ic . 
Crop Year Seeded _ Harvested Yield Production (b) Supply (c) cian See a ay Stocks Price (f) 
a) o-— 000 ha--------- UNA renee nnnn nnn enna nnn nnnn nnn nnnnn nnn thousand metric tonnes--------------------------------------- $/t 
Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 Zoe 219 683 1,789 224.21 
2004-2005 2,230 2,141 2.02 4,962 1 6,752 S216 240 555 1,013 2521 200 * 
2005-2006F 2,252 2,228 2.41 5,378 1 7,900 3,700 245 565 1,000 3,200 188 * 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,299 2410 3,223 6,805 4,291 206.03 
2004-2005 8,169 Wate. PAT 20,898 Voozo 205 11,586 2,791 4,567 8,145 5,471 188 * 
2005-2006F 7,863 7,603 2.65 20,169 (ey fase) 13,500 2,800 3,975 7,655 4,500 189 * 
All Wheat 
2003-2004 10,662 10,467 220 23,002 12 29,295 Aer eee! 3,027 3,442 7,488 6,080 
2004-2005 10,339 9,862 2.62 25,860 14 31,954 14,805 3,032 SiizzZ 9,158 7,992 
2005-2006F 10,116 9,831 2.60 25,547 1633 .53,509 17,200 3,045 4,540 8,655 7,700 
ea a ee eee ee Fee ee ee ee ee ee 
Barley 
2003-2004 5,046 4,446 PU 12,328 36 13,838 2,456 287 8,579 9,280 2,102 135.8 
2004-2005 4,678 4,050 3.26 13,186 80 15,368 1,862 263 9,348 10,017 3,489 PIZA5 
2005-2006F 4,481 3,880 Sas WA ABE 30 15,652 2,500 360 10,002 10,752 2,400 100-120 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 353 2,415 8,882 143310 1,143 137.18 
2004-2005 1,185 1,072 8.24 8,836 2,413 12,391 203 2,395 7,980 10,387 1,802 100.68 
2005-2006F 113 1,094 fhe) 8,452 2,000 12,254 150 2,450 8,389 10,854 1,250 90-110 
Oats 
2003-2004 2,22 1,575 2.34 3,691 19 4,234 1,557 140 1,581 1,888 788 136.65 
2004-2005 1,995 1,315 2.80 3,683 25 4,496 1,672 110 13500 1,836 988 130.68 
2005-2006F 1,875 1,342 2.48 3,334 15 4,337 1,600 140 1,527 1837 900 120-140 
Rye 
2003-2004 246 147 2.22 S27 0) 352 172 47 47 112 68 104.44 
2004-2005 284 165 2.59 418 1 487 122 48 1S 220 145 70-80 
2005-2006F 218 167 251 386 1 S52 150 48 167 232 150 70-90 
Mixed Grains 
2003-2004 241 135 2.84 384 0 384 0 0 384 384 
2004-2005 220 lid it 2.87 318 0 318 0 0 318 318 
2005-2006F 211 108 2.69 292 0 292 0 0 292 292 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 26.317 21622 o1.O1s 4,538 2,889 19,474 22,975 4,101 
2004-2005 8,362 6,713 3.94 26,441 2,519 33,061 3,859 2,817 197356 22,778 6,424 
2005-2006F 7,915 6,591 S&S) 24,596 2,046 33,066 4,400 2,998 20,376 23,966 4,700 
Canola 
2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 113 3,545 609 387.04 
2004-2005 5,319 4,938 ibe Ts 7,728 107 8,444 3,412 3,031 326 3,402 1,629 309.15 
2005-2006F 5,374 5,154 1.64 8,447 150 10,226 3,900 3,200 581 3,826 2,500 260-300 
Flaxseed 
2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 
2004-2005 728 528 0.98 517 38 648 468 n/a n/a 150 30 n/a 
2005-2006F 844 811 1.28 1,035 20 1,085 700 n/a n/a 235 150 305-345 
Soybeans 
2003-2004 1,051 1,047 oat 2,268 587 3,000 914 1,500” 319 1,947 140 395.04 
2004-2005 1,229 1,178 2.59 3,048 390 3,578 Tats 1,610" 457 2,193 270 248 
2005-2006F 1,176 1,162 2.59 3,007 250 S027, 1,100 1,750" 417 Z20e 150 200-240 
Total Oilseeds 
2003-2004 6,531 6,464 1ko2 9,794 850 +h811 OeAah n/a n/a 5,693 841 
2004-2005 Tea Tf 6,643 AZO 11,293 535 12,669 4,995 n/a n/a 5,745 1,929 
2005-2006F 7,394 7,128 1365 12,489 420 14,838 5,700 n/a n/a 6,338 2,800 
Total Grains And Oilseeds 
2003-2004 26,263 24,461 2.44 59,663 CHOVAS) = TPA TAILS, 25,541 n/a n/a 36,156 11,022 
2004-2005 26,038 23,219 2.74 63,595 3,068 77,684 23,659 n/a n/a 37,681 16,345 
2005-2006F 25,425 23,549 2.66 62,632 2,482 81,459 27,300 n/a n/a 38,959 15,200 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 
* CWB Pool Return Outlook (PRO) — September 22, 2005 

1/ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

F: forecast - Agriculture and Agri-Food Canada — October 7, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


Total Canadian pulse and special crops production is estimated to increase by 2%, from 2004-05, to 5.35 million tonnes (Mt), based 
on Statistics Canada’s (STC) September production estimates and AAFC forecasts where STC estimates were not available. Total 
supply increased by 15% to 6.74 Mt, due to higher production and higher carry-in stocks. Exports are forecast to increase by 14% 
and domestic use by 6% due to stronger demand, but carry-out stocks are also expected to increase. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas, decrease for dry peas, lentils, dry beans, canary seed and sunflower 

seed, and be the same for mustard seed and buckwheat. 


October 7, 2005 


STC’s yield estimates are significantly higher than trend for Ontario, Saskatchewan and Alberta, and much below trend for 
Manitoba. Crop abandonment is estimated to be near normal, except for Manitoba where significantly higher than normal 
abandonment is estimated. Although harvest progress was delayed by rain and, in some cases, snow in western Canada, harvesting 
of dry peas and lentils is nearly complete in most areas. Most of mustard seed, dry beans, and chickpeas, and about half of canary 
seed and buckwheat have been harvested. The sunflower seed harvest has just started. Overall quality is expected to be better than 
in 2004-05, but generally lower than normal due to the precipitation in most areas of western Canada during harvest. The 
unharvested crops are generally sufficiently mature so that frost would not damage them. The main factor to watch is precipitation 
during the rest of the harvest period in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the 
US dollar and other currencies, ocean shipping rates, and growing and harvest conditions in major producing regions, especially 


United States, India and Australia. 


DRY PEAS 

For 2005-06, production is estimated to 
decrease by 5%, as a 2% rise in seeded area 
is more than offset by lower yields. 
Production is expected to decrease for 
yellow, green and other types. Supply is 
estimated to increase by 7% due to higher 
carry-in stocks. World supply is expected to 
increase slightly to 12.45 Mt, but use is 
forecast to increase, resulting in stable carry- 
out stocks. Canadian exports and domestic 
use are expected to increase due to stronger 
demand in the food markets in Asia and in 
the feed markets in the EU and Canada. 
Carry-out stocks are forecast to remain 
stable, with a stocks-to-use (s/u) ratio of 
19%. The average price, over all types, 
grades and markets, is forecast to decrease 
due to the higher world supply. 


LENTILS 

For 2005-06, production and supply are 
estimated to increase significantly, due to an 
11% rise in seeded area, higher yields and 
higher carry-in stocks. Production is 
expected to increase for large green, small 
green and red types, but remain stable for the 
medium green type. World supply is forecast 
to increase by 15% to 4.49 Mt. Although 
world use is expected to increase because of 
higher demand, resulting mostly from lower 
prices, carry-out stocks are forecast to rise. 
Canadian exports are expected to increase by 
34% due to the higher demand. Carry-out 
stocks are forecast to rise significantly, with 
a s/u ratio of 60%. The average price, over 
all types and grades, is forecast to decrease 
because of the higher world supply. 


DRY BEANS 

For 2005-06, production and supply are 
estimated to increase, due to a 22% rise in 
seeded area and lower abandonment. 
Production is expected to increase for white 
pea, pinto, black, dark and light red kidney, 
and cranberry beans, but remain stable for 
Great Northern, small red and pink beans. 


US production is estimated to increase by 
44% to 1.12 Mt, while supply increases by 
only 20% to 1.26 Mt due to lower carry-in 
stocks. Canadian exports are forecast to 
increase slightly due to higher supply. 
Carry-out stocks are expected to increase, but 
remain low. The average price, over all 
classes and grades, is forecast to decrease 
due to the higher US and Canadian supply. 


CHICKPEAS 

For 2005-06, production and supply are 
estimated to increase, because of a 65% 
increase in seeded area, lower abandonment 
and higher yields. Production is expected to 
increase for large and small kabuli types, but 
remain stable for the desi type. World supply 
is expected to increase marginally to 

8.97 Mt. Canadian exports are forecast to 
increase due to the higher supply. Carry-out 
stocks are expected to increase, but remain 
low. The average price, over all types, 
grades and sizes, is forecast to increase due 
to higher quality and a shift to the production 
of the higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production is estimated to 
decrease by 31% because of a 32% fall in 
seeded area. Production is expected to 
decrease for all types, yellow, brown and 
oriental. Supply is estimated to increase 
slightly due to higher carry-in stocks. 
Although exports are forecast to rise due to 
higher demand, carry-out stocks are forecast 
to decrease only slightly, with a s/u ratio of 
79%. The average price, over all types and 
grades, is expected to be the same as in 
2004-05 as higher quality offsets pressure 
from the higher supply. 


CANARY SEED 

For 2005-06, production is estimated to 
decrease by 21%, as a 43% fall in seeded 
area is mostly offset by higher yields. 
Supply is estimated to increase by 11%, as 
higher carry-in stocks more than offset the 


fall in production. World supply, 90% of 
which is in Canada, is forecast to increase by 
10% to 448,000 t. Although Canadian 
exports are expected to increase due to 
higher demand, carry-out stocks are forecast 
to rise, with a s/u ratio of 83%. The average 
price is forecast to decrease because of the 
higher world supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
estimated to increase due to a 12% rise in 
seeded area, lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US 
supply is forecast to increase by 49% to 

1.62 Mt. World supply is expected to 
increase by 6% to 29.0 Mt. Canadian exports 
and domestic use are forecast to increase 
because of the higher supply. Carry-out 
stocks are expected to increase slightly, but 
remain low. The average price, over both 
types and all grades, is forecast to decrease 
because of the higher US and Canadian 


supply. 


BUCKWHEAT 

For 2005-06, Canadian production is forecast 
to remain stable, as a lower seeded area is 
offset by lower abandonment and higher 
yields. Supply is expected to decrease due to 
lower carry-in stocks. Exports and domestic 
use are forecast to decrease, and carry-out 
stocks are expected to be negligible. The 
average price is forecast to be the same as in 
2004-05. 


FURTHER INFORMATION: 

Stan SKrypetz .........cceseeeee (204) 983-8972 
E-mail skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
Beet Goccssviceccresavoecessee olesonf@agr.gc.ca 


eeeccescccseoossess 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION October 7, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha’. == case ee eee tere thousand metric tonnes - - -- --------------- Sit 

Dry Peas 
2001-2002 1,344 1,285 deo? 2,023 va 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 ATS 
2004-2005 1,388 1,345 2.48 3,338 56 3,599 1,856 1,148 595 135 
2005-2006f 1,410 1,367 2.02 3,172 70 3,837 2,030 1,207 600 110-140 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005 778 750 1.28 962 10 1,010 449 316 245 310 
2005-2006f 860 815 1.47 1,200 ihe) 1,460 600 310 550 245-275 
Dry Beans 
2001-2002 184 175 1.70 298 42 380 263 82 35 725 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 24S 356 31 482 344 83 he) 495 
2004-2005 163 126 110 220 28 303 PAS § 2A o 650 
2005-2006f 199 168 1.76 295 45 345 280 45 20 535-565 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 Bad 140 380 
2002-2003 22, 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005 47 39 loi 51 4 75 46 24 5 385 
2005-2006f 77 76 1.47 192 5 122 is oF 10 415-445 
Mustard Seed 
2001-2002 166 158 0.66 105 3 a 171 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 15 92 390 
2004-2005 317 304 d.0t 306 1 399 119 86 194 295 
2005-2006f Zan 212 1.00 212 1 407 140 87 180 280-310 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 o15 
2003-2004 251 243 0.93 226 0 246 167 42 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006f 204 195 22 238 0 408 180 43 185 195-225 
Sunflower Seed 
2001-2002 73 67 1:55 104 29 179 92 65 22 Ciel) 
2002-2003 100 95 1.65 AS 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 34 114 32 64 18 490 
2005-2006f 98 83 1.34 111 4a 154 60 74 20 370-400 
Buckwheat 
2001-2002 14 14 1.14 16 1 17 6 8 ) 325 
2002-2003 12 12 1.00 HZ 1 16 6 7 3 340 
2003-2004 9 9 Pah | 10 1 14 5 vA 2 ao 
2004-2005 9 i 0.71 5 1 8 4 4 0 355 
2005-2006f fi 5 1.00 > 1 6 = S 0 340-370 
Total Pulse And Special Crops (‘c) 
2001-2002 Seno t 2,993 1.23 3,681 120 4,543 2,671 1,203 669 
2002-2003 3,025 2,399 1:16 2,788 130 3,587 1,740 1,209 638 
2003-2004 2,797 2,lo2 1.35 3,680 81 4,399 2,491 1,404 504 
2004-2005 3,136 2,948 1.78 52a0 135 5,876 2,946 1,698 15232 
2005-2006f 3,070 2,921 1.83 5,345 162 6,739 3,368 1,806 1,565 


(a) August-July crop year. 

(b) Excludes products. 

(‘c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, October 7, 2005 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES October 3, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 


Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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FEED BARLEY: SITUATION AND OUTLOOK 


Over the past 20 years, the demand for western Canadian feed barley has shifted dramatically from the export market 
to the domestic feed market, as the livestock sector in Western Canada expanded and international competition 
intensified. For 2005-2006, domestic feed demand is expected to be strong, due to larger inventories of cattle and hogs 
and the partial opening of the United States (US) border to Canadian beef and cattle. However, larger domestic supplies 
of barley with below average quality, lower US corn prices, and the strong Canadian dollar are projected to depress the 
Lethbridge feed barley price to $110 per tonne (/t), the lowest in 10 years. For exports, despite lower world corn prices, 
world feed barley prices strengthened early in the crop year, because of tighter exportable supplies from major 
exporters. The strong Canadian Wheat Board (CWB) Pool Return Outlook (PRO) relative to the domestic off-Board 
price has attracted large deliveries to the CWB which, when combined with less competition overseas and a wider 
spread of export over domestic prices, has provided export opportunities for Canada. 
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WORLD COARSE GRAIN MARKET 


Lower Coarse Grain 

Production and Stocks 

The world coarse grain market consists 
mainly of corn, barley, sorghum, oats and 
rye. For 2005-2006, world coarse grain 
production is estimated by the United States 
Department of Agriculture (USDA) to 
decrease to 946 million tonnes (Mt) from the 
record of 1,008 Mt set in 2004-2005. 
Production is estimated to return to trend 
from the exceptionally larger 2004-2005 
crops for almost all major producers. Total 
world supplies are expected to decrease by 
25 Mt from 2004-2005, while consumption is 
virtually unchanged. As a result, carry-out 
stocks are projected to decrease by 13% 
and the stocks-to-use ratio is forecast to 
drop to 15%, the second lowest in 30 years. 


Higher Supplies and 

Lower Prices in the US 

US corn plays a dominant role in the world 
coarse grain market. US corn production in 
2005-2006 is estimated by the USDA at 
11.0 billion bushels (Gbu), second only to 
the record of 11.8 Gbu set in 2004-2005, as 
a higher harvested area only partially offset 
lower yields. US corn supplies, however, 
are expected to increase by 3%, as carry-in 
stocks more than doubled from 2004-2005. 
US domestic use is forecast to decrease 
marginally as a result of lower feed use 
which is partially offset by the higher 
demand from ethanol production. US 
exports, however, are forecast to increase to 


2.0 Gbu, from 1.8 Gbu for 2004-2005. 
Carry-out stocks are expected to increase 
by 10% to 2.3 Gbu. The average US farm 
price for corn is currently forecast to 
decrease from US$2.06 per bushel (/bu) in 
2004-2005 to a midpoint of US$1.80/bu, 
pressuring world coarse grain prices. 


WORLD BARLEY MARKET 


Lower Barley Production 

For 2005-2006, world barley production is 
estimated by the USDA to decrease by 12% 
from 2004-2005 to 134 Mt. Production is 
estimated to decrease for the European 
Union (EU), the Black Sea region, Canada 
and the US. World supplies are expected to 


Government 
sublications 


decrease by 5% to 165 Mt because higher 
carry-in stocks only partially offset lower 
production. In response, world barley 
consumption is projected to decrease to 
141 Mt, from 145 Mt in 2004-2005, of which 
feed barley consumption is forecast to 
decrease from 99 Mt to 96 Mt. As a result, 
world carry-out stocks are expected to 
decrease by 7 Mt from last year to 24 Mt 
and the stocks-to-use ratio is expected to 
decrease to 17%, from 22% in 2004-2005 
and the 5-year average of 19%. 


Lower World Trade 

World barley trade is forecast by the USDA 
to decrease to 16.2 Mt, from 17.5 Mt for 
2004-2005 and the five year average of 
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16.8 Mt. World feed barley exports are 
forecast by Agriculture and Agri-Food 
Canada (AAFC) to decrease from 12.5 Mt 
for 2004-2005 to 11.5 Mt. Among the major 
exporters, Russia and Ukraine are expected 
to export a combined 4.8 Mt of feed barley, 
followed by 3.0 Mt from Australia, 2.2 Mt 
from the EU and 0.9 Mt from Canada. For 
the major import markets, Saudi Arabia is 
forecast to import 6 Mt, followed by 2.4 Mt to 
other Middle East countries and 1.1 Mt to 
each of Japan and North Africa. Within the 
Middle East and North African market, 
import demand is expected to grow 
substantially for Algeria, while imports into 
Iran, Tunisia and Syria decrease sharply. 


CANADIAN PRODUCTION 
AND SUPPLIES 


Lower Barley Production 

but Slightly Higher Supplies 

For 2005-2006, Canadian barley production 
is estimated by Statistics Canada at 12.1 Mt, 
down 8% from 2004-2005, due toa 4% 
decrease each in yields and harvested area. 
In western Canada, production decreased 
by nearly 50% in Manitoba and 9% in 
Alberta, while the crop in Saskatchewan is 
5% larger. Excess moisture problems in 
southern Manitoba prevented the 
completion of seeding and damaged fields 
that were seeded, leading to an overall 
reduction in yield potential. Total supplies 
for Canada, however, increased by 2% to 
15.7 Mt, as a result of higher carry-in stocks 


Below Average Crop Quality and 

Larger Feed Barley Supplies 

The quality of the 2005-2006 barley crop in 
Canada is expected to be below average. 
The western Canadian crop has been 
negatively impacted by rain during harvest 
in Saskatchewan and Alberta. The quality 
characteristic that is affected the most is the 
germination rate. In addition, rain may also 
have resulted in lower plumpness, high 
moisture content, bleached or stained kernel 
and diseases. Depending on the growing 
stage, protein content could be high for the 
later planted crop. The crop is also very 
heterogeneous, due to the interruptions of 
planting in spring and harvesting in fall. The 
rains in 2005-2006 affected a much larger 
area than the frost in 2004-2005 and in each 
affected area, crop quality is affected to very 
different degrees in sub-areas. 


Low, heterogeneous crop quality reduces 
the selection rate for malting barley, 
resulting in larger supplies of low-quality 
feed barley. The size of the malting barley 
Pool is projected by AAFC to be smaller 
than last year and the 10-year average. The 


total supply of feed barley is estimated to 
increase to 13.5 Mt, from 13.0 Mt for 2004- 
2005. 


CANADIAN DOMESTIC DEMAND 


Domestic feed consumption has been the 
dominant use for barley in Canada. With 
the robust growth of the western Canadian 
livestock industry, barley feed use (including 
waste and dockage) has increased by over 
35%, from about 7.0 Mt in the early 1990s to 
9.3 Mt in 2004-2005. Domestic feed 
consumption as a percentage of total use 
has grown from 60% to 78%. Exports, 
including exports of feed barley, malting 
barley and barley malt, have decreased 
from 35% to about 20%. This decline is due 
solely to the lower feed barley component in 
barley exports. 


For 2005-2006, domestic feed use is 
expected to increase from 9.3 Mt last year to 
9.8 Mt. Cattle and hog inventories have 
increased from a year ago. The opening of 
the US border to Canadian beef and live 
cattle of less than 30 months of age and 
lower availability of feed quality wheat are 
expected to raise feed barley demand. In 
addition, shipments of feed barley from 
western to eastern Canada are expected to 
increase, as Canadian corn production 
declined to 8.5 Mt, the lowest since 2000- 
2001. 


The impact of the on-going countervailing 
and anti-dumping investigation is as yet not 
influencing prices for corn and feed barley. 
It is anticipated that a decision against the 
US will support prices in Canada. 


CANADIAN EXPORTS 


The Downward Trend 

in Feed Barley Exports 

Canadian feed barley exports have 
decreased significantly in the past 20 years, 
from over 6.0 Mt in 1986-1987 to an annual 
average of 450 thousand tonnes (kt) in the 
2000s. Among the major factors 
contributing to this structural change are: 
(1) the removal of the Western Grain 
Transportation Act subsidy, (2) the rapid 
expansion of the livestock sector in western 
Canada and (3) intensified overseas 
competition, particularly from the EU and, 
more recently, Ukraine and Russia (Black 
Sea Region). The livestock sector in 
western Canada has become the largest 
user of feed barley and generally offers a 
higher return to farmers than the export 
market. Meanwhile, shipments of feed 
barley from the Prairies to other parts of 
Canada decreased substantially, following 
the elimination of the Feed Freight 
Assistance Program. 


Canadian feed barley exports fell to the 
lowest levels in 2001-2002 and 2002-2003, 
following two consecutive years of drought- 
reduced production. However, exports 
rebounded to 0.8 Mt in 2003-2004 and 

0.5 Mt in 2004-2005. For 2004-2005, limited 
exportable supplies from Australia and the 
US, light competition from the Black Sea 
Region and the EU, and a steady decline in 
ocean freight rates have raised export prices 
for North America and combined to provide 
sales opportunities for Canada. The majority 
of Canadian exports were made in the last 
half of the crop year. 


Higher Exports Forecast for 2005-2006 
For 2005-2006, Canadian feed barley 
exports are forecast to increase to 0.9 Mt, 
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with the vast majority shipped from Pool A, 
covering August 2005 to January 2006. For 
the early months of this pooling period, heat 
and dry conditions in the EU and the Black 
Sea Region reduced exportable supplies. 
Carry-in stocks were lower and production 
was anticipated to drop in Australia. The US 
harvested their smallest barley crop since 
1926. Tight supplies worldwide raised 
export prices and provided excellent 
opportunities for Canada. For the pooling 
period of Pool B (February-July 2006), 
exports are forecast to decrease 
significantly from Pool A due mainly to a 
much larger than previously expected barley 
crop in Australia. 


MAJOR CANADIAN 
EXPORT MARKETS 


Saudi Arabia is the world's largest feed 
barley importer, with annual imports of 

6.0 Mt or more than 50% of world trade. 
The sheep and goat industry in Saudi Arabia 
has been growing by 3% annually and this 
trend is expected to continue into the future. 
This expansion has been driven mainly by 
rapid population growth, although per capita 
disappearance is stable at 7 kilograms. 
Consequently, the demand for feed barley 
has trended higher with moderate 
fluctuations, driven by changes in the local 
grassland and forage situation. 


The Saudi Arabian market was dominated 
by supplies from Australia in the early 
1980s. Canada and the US replaced 
Australia in the late 1980s, with record 
exports of 2.3 Mt from the US and 1.9 Mt 
from Canada in 1986. In the 1990s, the EU 
became the largest exporter to this market. 
For the 2000s, although the EU and 
Australia continue to be the top suppliers, 
their status has been challenged by Ukraine 
and Russia, with a combined market share 
of over 40% in 2002-2003. For 2005-2006, 
feed barley imports to Saudi Arabia are 
forecast by the USDA to remain at 6.0 Mt. 
Canada is forecast to export 0.5 Mt to 
Saudi Arabia. 


Japan is the world’s second largest feed 
barley importer. Although corn is the 
dominant feed ingredient in Japan, barley is 
an important component of feed for Wagyu 
cattle, producing beef with a white, firm 
marbling of fat preferred by Japanese 
consumers. Barley is imported into Japan 
by one of two ways: (1) duty-free imports by 
the government on behalf of the licensed 
processors and (2) the Simultaneous Buy 
and Sell (SBS) system which allows end- 
users to tender directly and specify the 
quantity, quality and timing of transactions. 


The SBS system is increasingly gaining 
popularity and accounted for over 60% of 
Japan’s total barley imports in 2003-2004. 


Japanese feed barley imports have dropped 
by over 20% in recent years from 1.4 Mt in 
1998-1999 to 1.1 Mt in 2004-2005. This is 
attributed to higher meat imports, the BSE 
problems and an economic slowdown. As a 
result, Japan’s share in the world import 
market has dropped from 15% to about 
10%. For 2005-2006, feed barley imports 
into Japan are forecast by AAFC to remain 
at 1.1 Mt. Australia will continue to be the 
dominant supplier to the market, although its 
export volumes are expected to be below 
average. Imports from the US are also 
projected to decrease. For Canada, feed 
barley exports are forecast at 0.30 Mt, up 
significantly from 2004-2005. 


EXPORT COMPETITION 


Australia, the EU, the Black Sea Region and 
the US are the major competitors for 
Canadian feed barley exports in the world 
markets. 


Australian barley production in 2005-2006 
is forecast by the Australian Bureau of 
Agricultural and Resource Economics to 
increase by over 30% from 2004-2005 to 
8.4 Mt. Total supplies are expected to 
increase by 20% to 9.0 Mt due to a 40% 
decrease in carry-in stocks. Total domestic 
use of feed barley is forecast at 2.3 Mt. 
Consequently, feed barley exports are 
forecast to increase from 2.8 Mt last year to 
3.0 Mt 


The dry, warm summer and fall in the 
eastern states and South Australia has 
significantly lowered the anticipated 2005- 
2006 crop in Australia. Lower production 
expectations and tight carry-in stocks were 
among the major factors supporting world 
prices and providing export opportunities for 
Canada during late 2004-2005 and early 
2005-2006. However, the above average 
rainfall in June provided an opportunity for 
late winter crop plantings and aided crops 
that had been dry sown, boosting production 
expectations to a level significantly higher 
than anticipated early in the crop year. 


The emergence of the Black Sea Region 
as major exporters has pressured world 
prices because they are the least cost 
producers and enjoy the lowest freight costs 
to the Middle East and North Africa. Their 
market share has increased significantly in 
the last few years. For 2005-2006, exports 
from Ukraine are forecast by the USDA to 
be close to last year’s 4.0 Mt, as large carry- 
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in stocks and reduced domestic use offset 
significantly lower production. Exports from 
Russia, however, are forecast to decrease 
from 1.5 Mt last year to 0.8 Mt, due to lower 
production. Lower exports from the region 
are expected to support world prices. 


EU barley production in 2005-2006 is 
estimated by USDA to decrease by 14% 
from 2004-2005 to 53.0 Mt. With the 
exception of Denmark, production is 
estimated to decrease for all other major EU 
producers. The dry conditions in Spain are 
estimated to reduce barley output by 20%. 
Total EU supplies are expected to decrease 
by 3% as lower production more than offsets 
higher carry-in stocks. EU barley 
consumption is expected to decrease only 
marginally and carry-out stocks are forecast 
to drop by 27%. EU feed barley exports are 
forecast by AAFC to decrease from 2.7 Mt in 
2004-2005 to 2.2 Mt. Due to lower 
exportable supplies and less competition 
from the Black Sea Region, the EU is 
expected to be less aggressive in 
subsidizing exports than in 2004-2005. 


Barley production in the US has trended 
lower in the long-run, due to competition 
from other crops. For 2005-2006, US barley 
production decreased by 24% from 2004- 
2005 to 4.6 Mt, the lowest since 1926. 
Domestic consumption is forecast to drop by 
16% to 4.8 Mt, due mainly to lower feed 
consumption. Total exports are forecast to 
drop by 60% from last year to 0.3 Mt and 
Canada is expected to pick up much of the 
market unfilled by the US. 


PRICE OUTLOOK 


Domestic Prices: Historically Low 

but Stronger Relative to US Corn 

For 2005-2006, Canadian domestic feed 
barley prices are expected to be pressured 
by: (1) large carry-in stocks of low quality 
barley, (2) below average new crop quality, 
(3) lower US farm prices for corn and (4) the 
strength in the Canadian dollar. On the 
other side, prices are expected to be 
supported by: (a) lower western barley 
production, (b) stronger feed demand from 
the cattle and hog sectors, (c) higher 
demand for exports overseas. High energy 
costs and logistic constraints are expected 
to keep transportation costs high, pressuring 
on-farm returns and lifting feedlot prices. 


For the crop-year-to-date (August- 

October 2005), Chicago Board of 

Trade (CBoT) corn nearby futures prices 
averaged US$80/t, down 4% from the same 
period a year ago. For the same period, the 
Canadian dollar appreciated by 6%, from 


CAN$1.27/US$ to CAN$1.19/US$. Asa 
result, CBoT corn nearby prices in Canadian 
dollars decreased by 9%, from CAN$103/t 
to CAN$94/t. Western Canadian feed 
barley prices, in-store Lethbridge for 

No. 1 Canada Western (CW), averaged 
$107/t, only 4% lower than a year ago, 
suggesting strong feed barley prices in 
western Canada, relative to corn prices in 
the US. 


For 2005-2006, the Lethbridge feed barley 
price is forecast to average $110/t, slightly 
lower than $112/t for 2004-2005 and 
significantly lower than the 5- and 10-year 
average of $141/t and $137/t, respectively. 


Export Prices: Historically Low but 
Stronger than Domestic Prices 

Canada is a minor player and price taker in 
the world feed barley market. World feed 
barley prices in 2005-2006 are expected to 
be supported by: (1) lower world barley 
production and tighter exportable supplies 
from the EU, Australia, the US and Russia, 
(2) tighter world coarse grain supplies, (3) a 
steady demand from major importing 
regions and (4) less aggressive use of 
export subsidies by the EU. World prices 
are expected to be pressured by lower US 
corn prices. Canadian feed barley export 
prices are being further depressed by the 
strength in the Canadian dollar. 


For the crop-year-to-date, PNW feed barley 
prices have averaged US$122/t, 17% higher 
than a year ago. In Canadian dollars, the 
price increased by 10%, from CAN$132/t a 
year ago to CAN$145/t. To date, the spread 
between the PNW and Lethbridge price has 


CANADIAN DOMESTIC AND EXPORT PRICES FOR 
FEED BARLEY AND US FARM PRICES FOR CORN 


averaged CAN$38/t, compared to CAN$20/t 
a year ago. This spread, as well as 
decreases in the other major exporters’ 
supplies, has provided good sales 
opportunities for Canada. 


For the remainder of 2005-2006, the PNW 
feed barley price is expected to average 
about CAN$135/t, $6/t below current prices, 
following the arrival of the new crop from 
Australia. Canadian feed barley exports for 
Pool B are expected to decrease 
significantly compared to Pool A. The 
annual average PNW feed barley price is 
forecast at CAN$140-145/t for 2005-2006, 
compared to CAN$139/t for 2004-2005 and 
the five year average of CAN$169/t. 


The Imperfect Substitution 

of Corn for Barley 

The strength of the PNW barley export 
price, relative to both domestic prices in 
Canada and corn prices in the US, is 
reflective of the imperfect substitution of 
corn for feed barley in both North America 
and world feed grain markets. A varied feed 
value for various animals, different feeding 
traditions/practices, special requirements, 
and logistic constraints are among the major 
elements underlying this imperfect 
substitution. 


CWB PRO 

The CWB November PRO for No.1 CW 
Feed Barley, Pool A is $126/t, in-store 
Vancouver/St. Lawrence, versus $117/t for 
Pool A of 2004-2005. For Alberta, the on- 
farm return from deliveries to Pool A 
average $77/t, close to that from off-Board 
deliveries. In 2004-2005, the on-farm return 
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f: AAFC forecast, November 2005 


Source: United States Department of Agriculture, Chicago Board of Trade and Winnipeg Commodity Exchange, November 2005 
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from the off-Board market was $14/t higher 
than for Board deliveries. The strength of 
the current CWB PRO is attracting Board 
deliveries from larger areas in the province 


For Pool B, the PRO is forecast by the CWB 
at $118/t, compared to $129/t for Pool B of 
2004-2005. Timely rains have boosted 
estimates for Australian barley production 
and the Canadian dollar is projected to 
remain strong, pressuring exports prices. 
The average PRO for 2005-2006, weighted 
by volume, is forecast by AAFC at about 
$125/t, compared to $123/t for 2004-2005. 


The shorter pooling period, created by 
splitting the crop year into Pool A and B, and 
new farm delivery programs and options 
have put the CWB in a better position to 
take advantage of sales opportunities, 
increase farm returns and better manage 
price risk. 


For more information, contact: 
Joe Wang 
Coarse Grain Analyst 
Phone: (204) 983-8461 
E-mail: wangzj@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES November 28, 2005 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Rivieres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES November 14, 2005 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES October 31, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 
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B. CASH PRICES AND REPLACEMENT VALUES October 17, 2005 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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DURUM WHEAT: 2005-2006 SITUATION AND OUTLOOK 


Prices for durum wheat are expected to decline relative to those for non-durum wheat in 2005-2006 due to sharply 
higher supplies in Canada and the United States (US), the major durum-exporting countries. Canadian Wheat 

Board (CWB) pool returns for durum are expected to be below those for similar quality Canada Western Red 

Spring (CWRS) wheat for the first time since 1990-1991. This issue of the Bi-weekly Bulletin examines the situation and 


outlook for durum wheat. 


Demand Considerations 

Durum wheat (Triticum durum) has unique 
characteristics making it a “specialty wheat” 
in world wheat markets. The substitutability 
of common wheat (t. aestivum) for durum 
wheat is therefore limited, while durum is 
unsuited for many of the products produced 
from common wheat. The major durum 
products are pasta and couscous, a staple 
food in North Africa. Good quality durum 
has a very hard vitreous (glassy) kernel 
(HVK), with an amber yellow endosperm, 
while common wheat, even hard red spring 
wheat, is less vitreous and has a white 
endosperm. Durum pasta maintains a firm 
texture when cooked, and its natural amber 


colour is associated with good quality pasta. 


It should be noted that Asian-style noodles 
are made from common wheat, not durum. 
In Europe and North America, pasta 
products (spaghetti, macaroni, etc.) are 
generally produced exclusively from durum 
semolina, although other countries 
traditionally have used common wheat or 
durum blends to produce pasta. New 
production technology, such as high 
temperature drying, has improved the 
quality of pasta that can be made from 
common wheat, but discriminating pasta 


consumers continue to prefer pasta made 
from 100% durum wheat. In North Africa, 
durum is preferred for the production of 
couscous. While durum is also used for 
bread production in some countries, 
particularly North Africa, this usage is quite 
limited in terms of total world durum 
utilization. 


As a result of these unique characteristics, 
the demand for durum tends to be quite 
inelastic, meaning that a small shortage of 
durum can result in a large increase in 
durum premiums over common wheat while 
slightly excessive supplies can result in 
sharp price declines. Even if global supplies 
of common wheat are abundant, a shortage 
of durum can result in high durum prices, as 
most end-users are unwilling to switch to 
common wheat. Conversely, because the 
market beyond traditional pasta and 
couscous production is limited, a relatively 
small increase in durum production can 
result in large durum price declines. 


Production Considerations 

The best quality durum is produced in 
regions having a relatively dry climate, with 
hot days and cool nights during the growing 
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season. Durum wheat also yields relatively 
well under dry conditions, compared to 
many alternative crops. Durum produced 
under higher moisture conditions tends to 
have a low HVK count, and sprouting and 
fungal diseases are also more common. 
Due to its development under a dry climate, 
durum has little natural resistance to these 
downgrading factors. Durum production and 
consumption was historically concentrated 
in the hot dry regions around the 
Mediterranean Sea. North Africa, southern 
Europe, Turkey, and Syria remain major 
durum producing regions, but production 
has expanded into North America, where a 
suitable climate is found in the major 
growing regions of western North Dakota 
and Montana in the US, and southern 
Saskatchewan and Alberta in Canada. 


World Situation and Outlook 

World durum production for 2005-2006 is 
estimated at 35.9 million tonnes (Mt)' , an 
11% decrease from 2004-2005. However, 
major exporter’ carry-in stocks have almost 
doubled, to 5.3 Mt, the highest in more than 
a decade. As a result, supplies in the three 
major exporting countries are unchanged at 
21.5 Mt, which is 2.1 Mt above the 10-year 
average. The decrease in production for 
2005-2006 is mainly the result of smaller 
crops in the European Union (EU), Algeria 
and Morocco, with Canadian and US 
production increasing. World durum usage 
in 2005-2006 is projected to be less than 
production, so that major exporter durum 
stocks are forecast to rise by a further 10%, 
to 5.9 Mt, 45% above the 10-year average. 
This has placed significant downward 
pressure on world durum prices. 


! International Grains Council November 2005 
except Canada which is Statistics Canada 
December 2005 
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MAJOR EXPORTERS 


CANADA 


Supply 

Western Canadian farmers planted 2.34 
million hectares (Mha) of durum in 2005, 5% 
above the previous year and equal to the 
10-year average. However, growing 
conditions were good, and abandonment 
was below normal, so that harvested area 
rose by 7%, to 2.30 Mha. With above- 
normal moisture, yields on the harvested 
area were well above the 10-year average 
of 2.03 tonnes per hectare (t/ha) (30 bushels 
per acre {bu/ac}), with western Canadian 
durum yields in 2005 estimated by Statistics 
Canada at a record 2.58 t/ha (38 bu/ac). 

As a result, production rose by 19%, to 

5.9 Mt. The higher production was 
compounded by sharply higher carry-in 
stocks, which rose by 41% to 2.5 Mt. Asa 
result, supplies are 25% higher than for 
2004-2005, at a record 8.4 Mt. 


Quality 

Due to excess rain at harvest, which 
resulted in sprouting, bleaching and mildew, 
the quality of the 2005 durum crop is 
reported to be well below normal, with less 
than half the crop grading No.2 Canada 
Western Amber Durum (CWAD) or higher, 
well below the 10-year average of almost 
70%, although better than in 2004, when 
only about a third of the crop was of this 
quality. Protein content is near-normal, with 
No.1 and 2 CWAD averaging about 12.7% 
protein (13.5% moisture basis), similar to 
2004 and the 10-year average. 


Exports 

Due to increased world export demand and 
increased supplies of the top quality grades 
of durum compared to 2004-2005, Canadian 
exports (including semolina) are forecast to 
rise by 15%, to 3.7 Mt, the highest since 
1998-1999. With decreased production in 
North Africa, import demand from this major 
market has risen, and Canada has been ina 
position to take advantage of this market 
opportunity. Canadian exports to North 


Africa are forecast at about 1.1 Mt in 2005- 
2006, up from 0.9 Mt in 2004-2005. Durum 
production in the EU is also down from 
2004-2005, but large carry-in stocks will 
moderate the need for imports. Canadian 
durum exports to the EU are forecast to 
decline by about 20% from 2004-2005, to 
about 0.8 Mt (August-July). The US durum 
crop is 11% larger in 2005, and is of good 
quality, so that imports from Canada are 
expected to remain relatively unchanged at 
about 0.4 Mt in 2005-2006. Exports to 
South America are expected to increase 
slightly. Canada is expected to capture a 
47% share of the world durum market in 
2005-2006, up from 45% the previous year 
but below the 10-year average of 50%. 


Carry-out Stocks 

It is unlikely that the CWB will be able to 
accept deliveries of all durum offered by 
farmers in 2005-2006, and farm held carry- 
out stocks are forecast to rise sharply 
compared to 2004-2005. The CWB has 
accepted only 50% of the durum offered 
under the Series A delivery contract, and it 
is expected that the acceptance of the 
Series B and C contracts will also be less 


than 100%, particularly for the lower grades. 


Farm-held stocks as of July 31, 2006 are 
forecast at a record 2.0 Mt, double that on 
July 31, 2005 and 4 times the 10-year 
average of 0.5 Mt. Total carry-out stocks 
are forecast to rise by almost 40% to a 
record 3.5 Mt. 


UNITED STATES 


Supply 

North Dakota farmers increased their durum 
area by 13% in 2005, to 2.0 million 

acres (Mac), which accounted for 72% of 
total US durum area, down slightly from the 
10-year average of 79%. Durum production 
has been shifting westward due to disease 
problems in eastern ND, and Montana area 
was 0.57 Mac in 2005, unchanged from 
2004 but 21% of the total, versus the 
average of 13%. Total US seeded area for 
2005 was up by 7%, at 2.7 Mac, but this 
remained well below the 10-year average of 


Js 


3.3 Mac. The average yield in 2005 was 
slightly above-average at 37 bu/ac, but 
lower than in 2004. As a result, US 
production is up by 11% from 2004, at 100 
million bushels (Mbu) (2.7 Mt), equal to the 
10-year average. Carry-in stocks are 44% 
higher than for last year, resulting in a 19% 
increase in domestic supplies, to 138 Mbu 
(3.7 Mt), the highest since 2000-2001. 


Trade and stocks 

The United States Department of Agriculture 
(USDA) projects that US durum exports 
(June-May) will be 30 Mbu or 0.82 Mt 
(including products). As of December 1, 
2005, US durum exports (including 
outstanding sales) were 0.48 Mt, up by 7% 
from the same date in 2004-2005. US 
carry-out stocks are projected to surge by 
over 50%, to 58 Mbu (1.6 Mt), the highest 
since 1990-1991, mirroring the movement in 
Canadian durum stocks. 


EUROPEAN UNION 


Supply 

The EU-25 is the largest durum producing 
region in the world, with production 
concentrated in Italy, Spain, France, and 
Greece. However, it is also the largest 
consumer of durum, and since the early 
1990s it has been a significant net importer 
of durum wheat. EU durum area decreased 
in 2005 due to changes to the support 
programs for durum under the Common 
Agricultural Policy (CAP), which have made 
it a less attractive crop to produce compared 
to alternative crops, and yields were below 
normal. As a result of these program 
changes and lower yields, EU production 
dropped by 34%, to 7.5 Mt. This has been 
partly offset by higher carry-in stocks, which 
have risen from 0.3 Mt to 1.8 Mt, the highest 
since 1993-1994. The combined impact has 
resulted in a 20% decrease in EU domestic 
durum supplies, to 9.3 Mt, equal to the 10- 
year average. 


Trade and stocks 

The International Grains Council (IGC) 
forecasts a 28% increase in EU import 
requirements, to a record 2.3 Mt. The EU 
has imported an average of 0.7 Mt of durum 
from Canada over the past 5 years, an 
increase of 75% over the past decade. 
Imports from Canada reached a record 

1.4 Mt in 2003-2004, for a 66% share of the 
EU market, before declining to 1.0 Mt (55% 
share) in 2004-2005, partly due to a 
shortage of top quality durum in Canada. 
For 2005-2006, this is forecast to decrease 
to about 0.8 Mt with Canada expected to 
lose market share in the EU to both the US 
and Australia as top quality supplies decline 
further. EU durum exports are expected to 
drop sharply, from 1.2 Mt in 2004-2005 to 
0.5 Mt in 2005-2006 (including semolina). 


THE EU-25 2003 COMMON AGRICULTURAL POLICY REFORM 


The June 2003 CAP reforms introduced the “Single Payment Scheme” (SPS) that decouples aid payments beginning in 2005 and replaces 
many (but not all) of the former direct aids. There is provision for some product-specific aid payments to continue, where Member States 
believe there may be an undesirable reduction of production by a move to the SPS. They may apply a number of options, at a national or 
regional level, but only under well-defined conditions and within clear limits, and alongside continuing market stabilisation measures. These 


states may retain up to 40% of the supplementary durum wheat aid in order to continue the existing coupled per hectare payments up to 
those percentage levels. The aid supplement for durum wheat in traditional production Zones will be paid independently from production 
(within national and regional base areas established for this production in the 6 producer countries). Member States may decide to keep 
40% linked to production. The aid is fixed at €313/ha in 2004, €291/ha in 2005 and €285/ha from 2006 onwards, and is included in the SPS 
from 2005 onwards. The specific aid for other regions where durum wheat was supported will be phased out. The cuts will be implemented 
over 3 years, starting in 2004 (€93/ha in 2004, €46/ha in 2005 and zero for 2006 onwards). From 2004-2005, a quality premium of 
€40/hectare was introduced, subject to the use of certified seed of varieties recognized as being of high quality. 


No EU export subsidies for durum are 
expected in 2005-2006. EU durum carry-out 
stocks are expected to fall by 55%, to 

0.8 Mt. 


OTHER PRODUCERS 


The other major durum producing countries 
are Turkey, Syria, Kazakhstan, India, 
Australia, and Mexico. 


Turkey is normally the third largest durum 
producer in the world, next to the EU and 
Canada, with production averaging 3.0 Mt 
over the past 5 years. Turkey is not a major 
exporter of durum wheat, shipping an 
average of about 0.1 Mt over the past 5 
years. However, Turkey has a large pasta 
industry and is a major exporter of pasta. 
Small quantities of durum, averaging 20,000 
tonnes a year, are imported to supplement 
domestic production, especially in years with 
a poor quality domestic crop. In 2005-2006, 
Turkish production is estimated at 2.9 Mt, 
with exports forecast at 0.2 Mt. Turkey is 
not a major Canadian market, tending to 
source its imports from the EU and the US. 


Syrian durum production averages about 
2.5 Mt, and this country has become a 
significant durum exporter, with 5-year 
average exports of 0.5 Mt and with 2005- 
2006 exports forecast at a record 0.8 Mt. 


Mexican durum production has doubled 
over the past 10 years, from 0.5 Mt in the 
mid-1990’s to 1.0 Mt over the past 5 years. 
Production is forecast at 1.1 Mt in 2005- 
2006, unchanged from the previous year. 
Some Mexican durum is exported, 
averaging 0.4 Mt over the past 5 years, with 
2005-2006 exports forecast at 0.4 Mt. 


Australian durum production has risen from 
virtually zero in 1990 to about 0.5 Mt today. 
Production for 2005-2006 is unchanged 
from 2004-2005 at 0.5 Mt. Australia has 
become a significant durum exporter, with 
0.5 Mt forecast to be exported in 2005-2006, 
targeting the Italian market. 


Kazakhstan durum production averages 
about 2.4 Mt annually, with 2.4 Mt produced 
in 2005-2006. Most Kazakhstan durum is 
consumed within the Former Soviet Union. 


Indian durum production was 1.2 Mt in 
2005-2006, unchanged from the previous 
year. Durum is used domestically for the 
production of atta flour. No Indian durum is 
expected to be exported, due to low quality 
and inadequate segregation in the handling 
system. 


MAJOR IMPORTERS 


North Africa 

The four North African countries of Algeria, 
Morocco, Tunisia, and Libya constitute the 
largest durum import market in the world. 
Durum based foods are a cultural tradition in 
these countries, where most durum is 
consumed in the form of couscous, which 
consists of small grain-like balls of semolina 
steamed and prepared in a manner similar 
to rice. Traditional breads are also made 
with durum flour, particularly in Morocco. 
Domestic production is insufficient to meet 
requirements, and imports have averaged 
3.0 Mt over the past 5 years, representing 
about 45% of annual consumption. Grain 
production in this region next to the Sahara 
Desert is largely dependent on winter rains, 
which are often unreliable, and as a result 
durum production is quite variable, ranging 
over the past decade from a high of 6.0 Mt 


COOKING COUSCOUS 


in 1996-1997 to a low of 1.7 Mt in 2000- 
2001. Production for 2005-2006 is 
estimated by the IGC at a near-average 
4.0 Mt, down from 5.3 Mt the previous year. 
Imports are forecast to increase by 13% 
compared to 2004-2005, to 3.1 Mt. 
Canadian exports to North Africa are 
forecast at about 1.1 Mt in 2005-2006, up 
from 0.9 Mt in 2004-2005, maintaining a 
one-third share of total regional imports. As 
of October 31, 2005, Canadian exports to 
North Africa were 0.20 Mt, versus 0.32 Mt a 
year earlier. 


Other Importers 

The other major durum importing countries 
are Japan, Venezuela, Peru, and Chile. The 
South American countries are a potential 
growth market for Canadian durum. Pasta 
has traditionally been produced from 
common hard wheat in many of these 
countries. However, through market 
development work by the CWB, the 
Canadian Grain Commission, and the 
Canadian International Grains Institute, 
Canadian durum exports into South America 
have increased over the last decade, from 
less than 0.3 Mt in the early 1990s, to 0.5 Mt 
in the 2000 to 2004 period. Exports to this 
region were slightly below-normal in 2004- 
2005 due to poor quality, but Agriculture and 
Agri-Food Canada (AAFC) forecasts that 
South American imports of Canadian durum 
will increase slightly for 2005-2006, to about 
0.6 Mt. Durum imports by Japan have been 
stable at about 0.2 Mt over the past decade, 
and are expected to remain near this level 
for 2005-2006. Canada supplies the bulk of 
the durum imported by the Japanese 
market. 


The couscous sold in most western supermarkets has been pre-steamed and dried, and just requires adding a little boiling water to prepare it 
for consumption. Pre-steamed couscous takes less time to prepare than dried pasta or rice. The traditional North African method is to use a 


steamer (called a couscoussiére in French). The base is a tall metal pot in which the meat and vegetables are cooked in a stew. On top of 
the base a steamer sits where the couscous is cooked, absorbing the flavours from the stew. In Algeria, Tunisia and Morocco, couscous is 
generally served with vegetables cooked in a spicy or mild broth, and some meat. 


NORTH AFRICA: DURUM PRODUCTION AND IMPORTS 
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PRICE FORECASTS 


Although world durum prices have been 
supported by the smaller EU and North 
African crops, this has been more than 
offset by larger crops in Canada and the US. 
The No.3 Hard Amber Durum (3 HAD) 
export price FOB Gulf is expected to 
average US$180 per tonne (/t) in 2005- 


COST OF DURUM IN 1 
KILOGRAM (kg) OF PASTA 


A 1 kg package of pasta currently 
contains about 25 cents worth of durum. 
This calculation is based on the 
assumptions that 1.0 kg of durum yields 
0.74 kg of semolina, 1 kg of pasta can be 
produced from 1 kg of semolina, and that 
the price for No.1 CWAD durum in-store 
Thunder Bay is $207/tonne or $5.63/bu 
(as of December 9, 2005). Deducting 
transportation costs, this would equate to 
a return of about $5/bu for a 
Saskatchewan farmer. A 1 kg package of 
pasta can be produced from about 

1.35 kg of durum. As a bushel of durum 
weighs about 27 kg, 20 packages of pasta 
can be produced from one bushel, equal 
to $0.25 per 1 kg package of pasta. 


2006, 6% below the average of US$192/t in 
2004-2005 (August-July). 


Canada 

Canadian prices for durum wheat have been 
pressured by both the declining world price 
and the strengthening Canadian dollar. The 
dollar is forecast to average about US$0.85 
for 2005-2006, compared to US$0.81 in 
2004-2005. In Canadian dollars, the 

US 3 HAD Gulf price is forecast at 
CAN$212/t, versus CAN$238/t in 2004- 
2005, an 11% decline. The CWB 2005- 
2006 November Pool Return Outlook (PRO) 
for No.1 CWAD with 11.5% protein is $183/t 
in-store Vancouver/St. Lawrence, 9% lower 
than in 2004-2005. A discount of $11/t to 
No.1 CWRS 11.5% is forecast, versus a 
premium of $11/t the previous crop year. A 
western Canadian average on-farm price of 
about $136/t for No.1 CWAD 11.5% is 
expected, compared to $155/t in 2004-2005. 


OUTLOOK FOR 2006-2007 


The outlook for 2006-2007 is very tentative 
at this time, as the majority of the world 
durum crop is spring seeded, so that seeded 
areas will not be known until about June, 
2006. In both Canada and the US, durum 
area is expected to decline, due to low 


CANADIAN WHEAT BOARD: 
WHEAT AND DURUM POOL RETURNS 
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Source: Canadian Wheat Board 
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prices in 2005-2006 and burdensome stock 
levels. However, durum producers often do 
not react significantly to current market 
conditions, as the crop stores well and 
significant premiums over non-durum wheat 
are expected to return in the future. 
Therefore, the declines are not expected to 
be large. In the EU, area is expected to 
remain near the below-average 2005 level, 
due to the CAP reforms, but with a return to 
normal yields, a small increase in production 
is possible. In North Africa, a normal durum 
crop is currently expected. AAFC is 
projecting a small decline in total world 
durum production for 2006-2007, but 
exportable supplies are expected to be 
relatively unchanged due to large exporter 
carry-in stocks. A small decline in exporter 
carry-out stocks is projected, which may 
provide some price support. However, the 
continuing large supplies make any large 
price rally unlikely unless production 
problems are experienced in a major 
producing region. 


For more information, contact: 
Glenn Lennox, 
Wheat Analyst 
Phone: (204) 983-8465 
E-mail: lennoxg@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, Canadian grain and oilseed (G&O) production is estimated by Statistics Canada to increase to 66.7 million tonnes (Mt), 
versus 63.6 Mt in 2004-05 and the 10-year average of 59.2 Mt. Production in western Canada increased by 5% from 2004-05, to 
50.8 Mt, as a result of higher yields and a larger harvested area. The quality of the wheat and barley crops has been reduced by the 
wet harvest conditions, with a below-normal proportion in the top grades. Oilseed quality, however, is good. In eastern Canada, 
production increased by 3% to 15.9 Mt, due to increased harvested area and above-average yields. For 2005-06, the total supply of 
grains and oilseeds in Canada has risen to a record 85.3 Mt, from 77.7 Mt in 2004-05, because of higher production and significantly 
larger carry-in stocks. Exports are forecast to increase by 16% to 27.6 Mt due to increased supply and improved quality. Total 
domestic usage is also forecast to increase but carry-out stocks are forecast to rise by 10% to a historically high 17.9 Mt. World 
wheat prices are forecast to increase slightly from 2004-05, while soybean and corn prices are expected to decline. Prices in Canada 
will continue to be pressured by the strong Canadian dollar. The major factors to watch are: import demand from China, EU export 
subsidies, ocean freight rates, the Canadian trade investigations into imports of US corn, and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is unchanged from 
the previous year, remaining about 5% above 
the 10-year average. Despite a decline in area, 
yield reached a record 2.77 t/ha (41 bu/ac), 
18% above the 10-year average. Total supply 
is up by 5%, due to larger carry-in stocks. The 
percent of the crop falling into the top grades 
is estimated to be lower than normal, although 
better than in 2004-05, and the carry-in stocks 
are also estimated to be mainly of lower 
grades. As a result of increased supplies of 
milling quality wheat, exports are forecast to 
rise by 14%. Much of the lower quality wheat 
is expected to be absorbed by the domestic 
feed industry. Carry-out stocks are forecast to 
decline marginally. The Canadian Wheat 
Board (CWB) November Pool Return 
Outlook (PRO) rose for the 4" consecutive 
month and is now above 2004-05 for most 
grades and classes. Protein premiums are 
forecast to decline slightly from last year, but 
remain above the previous 3 years. 


DURUM 

Production increased by 19%, to a near-record 
5.9 Mt, as a result of a record yield of 2.58 
t/ha (38 bu/ac), 27% above the 10-year 
average. Total supply is up by 25% at a record 
8.4 Mt. Exports are expected to increase by 
15% due to dryness in North Africa and 
southern Europe, as well as reduced area in 
the EU resulting from policy changes. 
However, further growth in durum export 
potential is limited at this time. Carry-out 
stocks are projected to rise by almost 40% to 
a record 3.5 Mt, about three-quarters of a 
normal crop over the past decade. Farm-held 
stocks are forecast to double, to a record 

2.0 Mt. The CWB accepted only 50% of the 
durum offered in Delivery Series A, and it is 
unlikely that all durum offered in the B and C 
Series will be accepted. The CWB 2005-06 
November PRO is well below 2004-05 for all 
grades, due to the larger supplies in both the 
US and Canada. For the first time since 1990- 
91, pool returns for durum are expected to be 
below those for similar quality CWRS wheat. 


BARLEY 

Production decreased by 5% from 2004-05, 
as a result of lower area and yields. Total 
supply, however, is up by 4% due to high 
carry-in stocks resulted from the large 
production of low-quality barley in 2004-05. 
The quality of the 2005-06 crop is estimated 
to be below normal. Exports are forecast to 
rise by 29% due to higher feed barley 
exports. Carry-out stocks are expected to 
drop significantly. The off-Board feed barley 
price is forecast to decline marginally. 
Malting barley prices will be pressured by 
higher world production, with the CWB PRO 
for Special Select 2-Row down by $7/t from 
2004-05 to $172/t. 


OATS 

Production decreased by 7% due to lower 
yields. Total supply is down marginally, as 
lower production more than offsets higher 
carry-in stocks. Exports are forecast to 
decrease slightly because of lower US import 
demand. Carry-out stocks are expected to 
decrease. Feed oat prices are forecast to be 
$5/t higher than in 2004-05. 


CORN 

Production increased by 7% because of 
higher yields and harvested area. Since 
carry-in stocks are significantly higher than 
for 2004-05, domestic supply is up by13%. 
Corn imports, mainly from the US into 
eastern Canada, are expected to decrease by 
26%. Industrial Use is forecast to rise, as a 
result of increased ethanol production. 
Canadian prices are expected to be similar to 
2004-05, as stronger domestic demand offsets 
lower US corn prices and the strong Canadian 
dollar. 


CANOLA 

Production increased by 25% to a record 9.7 
Mt, due to higher area and significantly 
higher yields which resulted from ideal 
growing conditions across the western 
prairies. Total supply is expected to increase 
by 35% because of sharply higher carry-in 
stocks. Crop quality and oil content is 
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significantly above normal. Domestic crush 
is expected to increase by 9% due to lower 
canola prices. Exports are forecast to rise by 
32% because of decreased competition from 
the EU-25. Carry-out stocks are forecast to 
increase sharply, to a record 3.0 Mt. The 
average price is forecast to fall, under 
pressure from burdensome carry-out stocks in 
Canada and from low soyoil prices in the US. 


FLAXSEED (excluding solin) 

Production more than doubled to 1.1 Mt, 
reaching the highest level since 1998-99, due 
to significantly higher seeded area and 
sharply higher yields. Total supply is 
expected to rise by 75%. Exports are forecast 
to increase sharply on support from high 
domestic supplies, steady EU demand and 
higher crude oil prices. Carry-out stocks are 
expected to rise sharply, but are not be 
burdensome. The average price is expected to 
decline. 


SOYBEANS 

Production increased by 4% to a record 3.2 
Mt due to higher yields. Domestic supply is 
estimated to increase by 6% and imports are 
forecast to decrease. Domestic use is 
expected to rise to near record levels. Exports 
are forecast to increase to a record high 
because of strong exports of edible soybeans. 
The average Chatham price is forecast to fall, 
as a result of weaker world soybean prices 
and the strong Canadian dollar. 


FURTHER INFORMATION: 
Wheat.....Glenn Lennox.... (204) 983-8465 
BostRV AIL Go wcscnxeachnvescmnces lennoxg@agr.gc.ca 
Coarse Grains......Joe Wang ...... 983-8461 
Ee | Re rs wangjz@agr.gc.ca 
Oilseeds........ Chris Beckman ....... 984-4929 
BSN ALD. sccsnecassoosessesensssp beckmac@agr.gc.ca 
Fred Oleson, Chief .................es.«0 983-0807 
PMN ANN cocowansanvesnesipennesase olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION December 9, 2005 


Grain and Area Imports Total Exports Food & Feed, veges Carry-out Average 
i estic . 
Crop Year Seeded Harvested Yield Production (b) Supply (c) Hes Hecene Fee (d) Stocks Price (f) 
(¢:) 000 ha-------- PNA weet nn nnn nn nana nanan nana nn nn en nn enens thOUSANCHINIGIIG LON CS a Sit 

Durum 
2003-2004 2,483 2.459 a 4,280 1 5,900 San 22. 219 683 1,789 224.21 
2004-2005 2,230 2.141 DBya 4,962 1 6,752 SI! 2G 536 eOnks) Dey | 201 10 
2005-2006f 2,341 2.297 2.58 5,915 1 8,436 3,700 260 778 1,236 3,500 183 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,299 BTA) S223 6,805 4,291 206.03 
2004-2005 8,169 UME? Pata 20,898 13 25,203 11,593 2,791 4,574 8,138 5,471 189.99 
2005-2006f 7,784 7,530 PRT 20,860 115 26,347 13,200 2,800 4,070 7,747 5,400 194 * 
All Wheat 
2003-2004 10,662 10,467 DS 23,552 18 29,295 WS 20 302i, 3,442 7,488 6,080 
2004-2005 10,339 9,862 2.62 25,860 14 31,955 14,812 3,048 Se 07 9,151 7,992 
2005-2006f LOm25 9,826 Pae 26,775 16 34,783 16,900 3,060 4,848 8,983 8,900 
Barley 
2003-2004 5,046 4,446 BAIT 129328 36 13,838 2,456 287 8,579 9,280 2,102 135.80 
2004-2005 4,678 4,050 3.26 13,186 83 BBC 1,863 263 9,362 10,019 3,489 aS) 
2005-2006f 4,440 3,889 SPN 12,481 30 16,000 2,400 360 9,850 10,600 3,000 100-120 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 353 2,415 8,882 11,310 1,143 eens: 
2004-2005 tele 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 100.68 
2005-2006f 1,124 1,096 8.63 9,461 1,800 13,062 200 2,450 8,897 i362 1,500 90-110 
Oats 
2003-2004 222 ROM 2.34 3,691 19 4,234 1 Stay/ 140 1,581 1,888 788 136.65 
2004-2005 1,995 US 2.80 3,683 26 4,497 1,675 110 1,568 1,834 988 130.68 
2005-2006f 1,853 1,326 2.59 3,432 15 4,435 1,600 140 SASS 1,885 950 125-145 
Rye 
2003-2004 246 147 E22 327 0 B52 172 47 47 | 68 104.44 
2004-2005 284 165 2.53 418 1 487 122 48 155 220 145 70-80 
2005-2006f 223 148 2.42 359 1 505 150 48 170 235 120 65-85 
Mixed Grains 
2003-2004 241 Wee 2.84 384 0 384 0 0 384 384 
2004-2005 220 ala, 2.87 318 0 318 0 0 318 318 
2005-2006f 209 109 2.78 303 0 303 0 0 303 303 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 ZOroii, 2NGZ 31,613 4,538 2,889 19,474 22,975 4,101 
2004-2005 8,362 6,713 3.94 26,442 DSS 33,074 3,901 2,817 19,354 22,749 6,424 
2005-2006f 7,850 6,568 3.96 26,036 1,846 34,306 4,350 2,998 20,796 24,386 5151710 
Canola 
2003-2004 4,736 4,689 1.44 Ontital 243 7,908 3,754 3,390 dials 3,545 609 387.04 
2004-2005 5,319 4,938 APO, 7,728 108 8,444 3,412 303i 328 3,403 1,629 309.15 
2005-2006f 5,491 5255 1.84 9,660 150 11,440 4,500 3,300 595 3,940 3,000 245-285 
Flaxseed 
2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 
2004-2005 728 528 0.98 Sil 7/ 38 648 468 n/a n/a 150 30 n/a 
2005-2006f 842 803 188 1,082 20 [aleve 700 n/a n/a BOVE 200 275-315 
Soybeans 
2003-2004 1,051 1,047 PAT 2,268 587 3,000 914 1,500 ” 319 1,947 140 395.04 
2004-2005 1,229 {SAAS 2.59 3,048 393 3,581 Welz 1,610 ” 457 2,190 270 248 
2005-2006f tsa l7Ae' 1,169 2.70 3,161 250 3,681 1,150 1,750 421 2,281 250 205-245 
Total Oilseeds 
2003-2004 6,531 6,464 |e 9,794 850 11,811 SWI TE n/a n/a 5,693 841 
2004-2005 UU 6,643 1.70 11,293 539 12,673 5,002 n/a n/a 5,743 1,929 
2005-2006f 7,510 UfBE 1.92 13,904 420 16,253 6,350 n/a n/a 6,453 3,450 
Total Grains And Oilseeds 
2003-2004 26,263 24,461 2.44 59,663 3,029 VTS 25,541 n/a n/a 36,156 linO22 
2004-2005 26,038 23,219 2.74 63,596 3,084 TU (AO PAS) EWS n/a n/a 37,643 16,345 
2005-2006f 25,484 23,620 2.82 66,715 2,282 85,341 27,600 n/a n/a 39,821 17,920 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 
* CWB Pool Return Outlook (PRO) — November 26, 2005 

1/ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

F: forecast - Agriculture and Agri-Food Canada — December 9, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


Total Canadian pulse and special crops production increased by 2%, from 2004-05, to 5.33 million tonnes (Mt), based 
on Statistics Canada’s (STC) November production estimates. Total supply increased by 15°% to 6.74 Mt, due to higher 
production and higher carry-in stocks. Exports are forecast to increase by 19% and domestic use by 5% due to 
stronger demand, but carry-out stocks are also expected to increase. Average prices, over all types, grades and markets. 
are forecast to increase for chickpeas, decrease for dry peas, lentils, dry beans, mustard seed, canary seed and sunflower 


seed, and be the same for buckwheat. 
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STC’s yield estimates are significantly higher than trend for Ontario, Saskatchewan and Alberta, and much below trenc 
for Manitoba. Crop abandonment is estimated to be near normal, except for Manitoba where significantly higher than 
normal abandonment is estimated. The harvest is generally complete. Overall quality is estimated to be better than in 
2004-05, but generally lower than normal for dry peas and lentils, and normal for dry beans, chickpeas, mustard seed, 
canary seed, sunflower seed and buckwheat. The main factors to watch are the exchange rates of the Canadian dollar 
against the US dollar and other currencies, ocean shipping rates, and growing and harvest conditions in major 
producing regions, especially the Indian sub-continent and Mexico. 


DRY PEAS 

For 2005-06, production decreased by 
7%, due to a 2% decrease in seeded area 
and lower yields. Production decreased 
for yellow, green and other types. 

Supply increased by 5% due to higher 
carry-in stocks. World supply decreased 
slightly to 12.2 Mt. Canadian exports 
and domestic use are expected to 
increase due to stronger demand in the 
food markets in Asia and in the feed 
markets in the EU and Canada. Carry- 
out stocks are forecast to decrease, with a 
stocks-to-use (s/u) ratio of 13%. Support 
from slightly lower world supply is 
expected to be more than offset by higher 
Canadian, US and Australian supply, 
which is mostly exported, and lower 
prices of alternative feed ingredients. 
Therefore, the average price, over all 
types, grades and markets, is forecast to 
decrease. 


LENTILS 

For 2005-06, production and supply 
increased significantly, due to a 14% rise 
in seeded area, higher yields and higher 
carry-in stocks. Production increased for 
large green, small green and red types, 
but remained stable for the medium 
green type. World supply increased by 
16% to 4.52 Mt. Although world use is 
expected to increase because of higher 
demand, resulting mostly from lower 
prices, carry-out stocks are forecast to 
rise. Canadian exports are expected to 
increase by 36% due to the higher 
demand. Carry-out stocks are forecast to 
rise significantly, with a s/u ratio of 64%. 
The average price, over all types and 
grades, is forecast to decrease because of 
the higher world supply. 


DRY BEANS 

For 2005-06, production and supply 
increased, due to a 23% rise in seeded 
area and lower abandonment. Production 
increased for white pea, pinto, black, 
dark and light red kidney, and cranberry 


beans, but remained stable for Great 
Northern, small red and pink beans. US 
production increased by 52% to 1.18 Mt, 
while supply increased by only 26% to 
1.32 Mt due to lower carry-in stocks. 
Canadian exports are forecast to increase 
due to higher supply. Carry-out stocks 
are expected to increase, but remain low. 
The average price, over all classes and 
grades, is forecast to decrease due to the 
higher US and Canadian supply. 


CHICKPEAS 

For 2005-06, production and supply 
increased, because of a 69% rise in 
seeded area, lower abandonment and 
higher yields. Production increased for 
large and small kabuli types, but 
remained stable for the desi type. World 
supply increased marginally to 8.9 Mt. 
Canadian exports are forecast to increase 
due to the higher supply. Carry-out 
stocks are expected to increase, but 
remain low. The average price, over all 
types, grades and sizes, is forecast to 
increase due to higher quality, stronger 
demand and a shift to the production of 
the higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production decreased by 
34% because of a 33% fall in seeded 
area. Production decreased for all types, 
yellow, brown and oriental. Supply 
decreased only marginally due to higher 
carry-in stocks. Although exports are 
forecast to rise due to higher demand, 
carry-out stocks are forecast to decrease 
only moderately, with a s/u ratio of 79%. 
The average price, over all types and 
grades, is expected to decrease because 
of pressure from sharply higher carry-in 
stocks. 


CANARY SEED 

For 2005-06, production decreased by 
24%, as a 46% fall in seeded area was 
partly offset by higher yields. Supply 
increased by 8%, as higher carry-in 


stocks more than offset the fall in 
production. World supply, 90% of 
which is in Canada, increased by 8% to 
437,000 t. Although Canadian exports 
are expected to increase due to higher 
demand, carry-out stocks are forecast to 
rise slightly, with a s/u ratio of 79%. Thi 
average price is forecast to decrease 
because of the higher world supply. 


SUNFLOWER SEED 

For 2005-06, production and supply 
increased due to a 7% rise in seeded are 
lower abandonment and higher yields. 
Production increased for both types, 
confectionery and oilseed. US 
production increased by 89% to 1.76 Mt 
and supply by 69% to 1.84 Mt. World 
supply increased by 10% to 30.5 Mt. 
Canadian exports and domestic use are 
forecast to increase because of the highe 
supply. Carry-out stocks are expected t 
decrease to a low level. The average 
price, over both types and all grades, is 
forecast to decrease because of the high 
US and Canadian supply. 


BUCKWHEAT 

For 2005-06, Canadian production and 
supply increased, as a lower seeded are 
was more than offset by lower 
abandonment and higher yields. Export 
are forecast to remain stable while 
domestic use increases. Carry-out stoc 
are expected to be negligible. The 
average price is forecast to be the same 
as in 2004-05. 


FURTHER INFORMATION: 


Stan Skrypetz .........cceeeeee (204) 983-897 
OST PI Riise ee ee skrypetzs@agr.gc.c 
Fred Oleson, Chief ............ (204) 983-080 
RaW ail os etecsensccseosaruaatee olesonf@agr.gc.c 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION December 9, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha  ------------------------ thousand metric tonnes - - - - --------------- $/t 

Dry Peas 
2001-2002 1,344 1,285 1.59 2,045 27 2,267 1,381 611 PALS: 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 eZiaa 1.67 2,124 24 2,458 1,316 937 205 IAS 
2004-2005 1,388 1,345 2.48 3,338 56 3,599 1,846 1,158 595 135 
2005-2006f 1,366 1,319 PASI) 3,100 90 SEIKI 2,150 1,185 450 105-135 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 oa 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005 778 750 1.28 962 10 1,010 450 SS 245 310 
2005-2006f 884 862 1.48 1,278 10 {ees 610 323 600 245-275 
Dry Beans 
2001-2002 184 175 ‘beat 298 42 380 263 82 35 25 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 Das 356 Sit 482 344 83 55 495 
2004-2005 163 126 efAs) 220 28 303 277 Dil 5 650 
2005-2006f 200 177 1.84 326 40 Sita 300 46 Zs 495-525 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 PA 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005 47 39 34 51 4 75 47 23 5 385 
2005-2006f 79 «3 1.43 104 5 114 70 34 10 440-470 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 TA 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 15 92 390 
2004-2005 317 304 1.01 306 1 399 119 86 194 295 
2005-2006f 212 206 0.98 201 1 396 140 81 74S) 265-295 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 22 0.78 176 0 206 164 22 20 SHS 
2003-2004 Zoi 243 0.93 226 0 246 167 12 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006f 190 186 1.22 PAL 0 397 180 42 AS 185-215 
Sunflower Seed 
2001-2002 73 67 HSS 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 ow 21 200 105 60 35 440 
2003-2004 119 tals) 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 55 114 32 64 18 490 
2005-2006f 93 iS 1.19 89 25 132 50 72 10 335-365 
Buckwheat 
2001-2002 14 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 if 3 340 
2003-2004 9 9 eg 10 1 14 iS 7 2 355 
2004-2005 9 7 0.71 5 1 8 4 4 0 355 
2005-2006f 7 6 less 8 1 9 4 S 0 340-370 
Total Pulse And Special Crops (‘c) 
2001-2002 Shikeyt 2,993 1.24 3,703 120 4,565 2,671 12225 669 
2002-2003 3,025 2,399 1.16 2,788 130 3,587 1,740 1,209 638 
2003-2004 Pat ASN 2,732 e35 3,680 81 4,399 2,491 1,404 504 
2004-2005 3,136 2,948 1.78 5230 Ie 5,876 2,938 1,706 e232 
2005-2006f 3,031 2,904 1.84 Dees 172 6,737 3,504 1,788 1,445 


(a) August-July crop year. 

(b) Excludes products. 

(‘c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, December 9, 2005 


Source: Statistics Canada and industry consultations. 


MOE SIO (6) ADM Old USB - SISe) AdpIeg w® IVOUA\ (8) AapeA JoseLy (Z) [RaW YSIy SULLIOH (9) WlaIOIg %9 [PIW YSt4 (G) UlAOIg YEO ISBOD ISM WOY [RaW YSI4 (ph) WOD SM (E) ZH 410 EH WIOD UEIpeURD (7) SUMOE PUM (1) 


UIDOIg Y[Z pI] UaIN[H “Ulno1g %9 [Ba] UoIN|H ‘Jeo Susy JO/puR Ys sIYM {eal YSI “UlINO1g %CE JO plepueys UMUTTUTLET TO paseq [Ba] POUL) “UIAOd % Sb [PN urogh0S 
WIOD MOTPA SN CON “WOD MOTJA epeueD ZON ‘Aa[ieg Wosegq 10 WloIsoA\ EpeURD ON “SIBO Poot ‘Woy, prey WsaIseY JO Wd}so AA ‘ase ( payloads astMsoyjo ssojun) sopeis uleIH 
‘sjuapuodsai AdAins UO paseg duo} oIEW Jad sie]]op uRIpeURD UT solid [Ty :s210U}004 


ajqe|ieae Jou = V/N Bods ISEB Raquinop :[lewy p7SS-€86 (FOZ) *X¥A_ 18S0-E86 (FOZ) :auoydapay, Yar [BoNsSHEIS equINOG QApuY :39B}U0) 


secre ‘TSNVO =00°1SSN asojd Jayseu (ADM) eueyoxy Appourwoyd sadiuurAy ay) uO pase ase sadtid Avg sopuny] SepeueD pooy-lsy pues ainjjnoisy “UOISsIAIG sisk[BUY JOYABIJA] :2IANOS 


ajep  sursojs gsI 


J he See Se ee i een ee a ere ee ee Re ee eee a 

7 SOS 2S 2 a en en eee ee ee ee ae ee ee ee ee 
ISS SSB eae 2 eee ee eee Ie ee Eee ee eee eee ee 

ena (eenee babe eet ame | Se er S| Se Oa St eS eee Fa vIn VIN | VIN VIN 1 Pe SEM) foe cL aT 

bocca fee oe eee | ee eee lO WE: | Fe [OP rei) 7 = i [eoe'ese ti pe'00e). |aoas| es'cor [oczor | © ee) to'ogl fess Fe | Sopa ‘so mauieced SN 
eco ccen | seeews son en |ulee elses |G yNe 4[ 5 Bete (0) The 1 mii 98'ese" [Bipe0e: |p HB alex eo) soz 701 Pe Va ee 28s eee OPIN! S00 el mate SINT 
ow. JD Sais = Ss Ee ie Soe Pee Ba Cre ee a ee es a ee eee ee ra soe 
“PS Le Se eae Ee Ee a a ee | Bae eaccle) 
po SS a a aa a 8 a a ae a Be 
meme Seen ae Ott en ee) eee do |) file oe [recesses [ts oozes | os'ez [ogee [os'ehi | 7s eqs] soz ei eanemals (a) OO Mee 
“Se _ aa SoREeSils 2NES SC ieee Bee Bee eee ee eee eee es 

eee cee: pees rere eee re ee eee |e er ee Pe [oz oc safiogicyr ene pe [0c Ost | ry elois-ul| Soon wt aaa 

ooze | oooze | | oovtt | coser | oseor | oo'ose [oo'oez| ec’es | sever | 6z'09z | aos | 00'sz! | o0'zrl [oo'0s! |oo'sst | | 8002 's0 10quiooaa 

ooze | oooze | [oor | ooser | osger | oo'ose [oo'osr| oo'06 | os'coz | ro'voz | | oo'oz! [ oo'zrl [oo'shl |oo'sst | $002 21 s0quuisoac jea.qUOW 
ees Gores (ees eoticer | ee eet are el fee i ee pes | ee ee ee ee orion NO 
SE NE a rd a 5 aaa CE Jeulpsed 
ees eee || Sets (000 Bp Once |e ees oP ee eos re is Ne et et ee ee ler | ae | Sorel NO 
es | Manes | eed 00 FL IS| O0Isee |e yer se el yl osoes 0 = Ie ee a ee ee 0) Soe eee 
CS LS anes aa ee ee Pe eee ee Eee es eee NO 
aes eerene eer 000 Ve oszy | ae eg ee ee ee See a oe ee ee 20s | ere uopudT 
CS I S SERS See Se ee es a a ee eee eee Pee ee NO 
fee a a a a as a a a ee ee a a a usayse3 
ecm SERaN Ee |e cat oes | se: [nae se |e Pe [em Peal Se te | VIN [atoger | See ee le oe |e ale A] Soonigo name NO 
Pe es IR ea Ee a es ee ee oe so0g ‘ZI 9quis20q] uoy|!WeH 
acm cc we MOU cca en | C0 LIS 00Szr |e, OO OPP alm VIN: |O0ZOr| PF Pe) le slo ese he] ee ee i ee [ore eS NO 
oc Coc me LOO VII OO GzP len 00 Orel |e VINE [O0zeL| PB  Hle i ae [eae ieor | Sie et eee VIN] $00z ‘21 s9qu!298q OqUOJOL 
C.J. 223) SCE Sil See Oe ae ie a a a ee ee ee eee NO 
 eTEnEY CaP) Oh teceg| Aber teed er ants | omiiene) |i) s |e e's |aoe erlieis ciliata !eie[ s .[ Oe Obl. Ss ie lee a |e eee ell | cone ‘cia weteyD 
eS a a a CE a a a WM eT NO 
> 2 i. DR SSS 2 Pa ee ee ee ee ees Es eae S007 “C1 eqmesed SuOod Aeg 
B= 2 = DU SSeS iba 2S Seo ee es ee ee a eee eee Para vsn 
oe el a a ae ae as a a ee eee ee es ena SHOd 24e7 
Po.” 2 ~ (SAP See Bae se eae ee ae ee eee eae ee eee Eas 
oe a a a a ae a a as Dd a a Ee 
Ua a a En CT Le MT a a Le ee Ia 

e100 ccm eaeene |e |S i] en ne (9) COSzG 0. | OS ztOr joo06e | WIN] 00'ss2 4], 00'S | 0S 2b |i00' On) 0S byes s 5803] coor zieatea 

000rre |— See OOO | | 1 el 8 f. 00sey S| WN footost | | IN [ oo'oge too Szpsf 0088 [og zcL og tor = 8 | -s002 so SY oorerses| 
Poor | ss |ecoul «= |.) [| ooséer [ww [ooose[] Twn | ooze | | oo'szi | oes [oo'szt os'eor | S04] S007 “1 aque uo0je4SeS 
R000) ae eee ee) oe en [00 Ser) [.00'0001-] 00 0G] 5 ei 8 [_00'scz. | | -00'2eL | o0'orl. | WN 1.00 vOL | age © |ss002 “soseautered ee eee 
oo pat | a ete) ele SNe [8s 00'Serh | 00'000r Joo'osy |=] | oo'ogzs | | o0'ze) [o0'orl | WIN’ |00'vOls| Sy 803] “Sone ‘eemamened Mebie> 
oo ee ee | oe | ee P00 Dor 200006 | 1a] oo | Foo'zyr | osizsz) || © os'zer oo'cer | WINE 00'vek| ae Fe [e007 “coseamesta | az Ee O98 
en 00coran |e wet (ls sale 5 ole © |e 00097 | 00'006 | soz] oozpy [i ostsoz | fosizer | oosel | WN |00'rel | — 803) S007 ‘ci amend JOANODUEA 
ee ers CEEF ee eel Hsi4__ | LvaW | -THIW | VIONVO | NVASAOS | 30IYd (1) 30Iud FO KECEEEL CENROEREDS 


G00Z ‘Z| Jequiseseq 


SLNIOd G3L93174S LV SLNSIGAYONI G334 WINE AO ADId ONITIAS 'V 


B. CASH PRICES AND REPLACEMENT VALUES December 12, 2005 
PRAIRIE GRAINS 
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Selected Points Price Basis This week 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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Russia became the third largest wheat exporter in the world in 2002-2003, second only to the United 

States (US) and the European Union (EU). Two successive years of record wheat production, attributed 
largely to unusually high yields, made it possible for Russia to fill a supply void created when the US, Canada, 
Australia and Argentina experienced production shortfalls due to poor growing conditions. Similarly, but to 
a lesser extent, Russia was able to capitalize on barley export opportunities in 2002-2003 when barley 
production in Australia and Canada decreased dramatically. This issue of the Bi-weekly Bulletin looks at the 
situation for Russia’s grains and oilseeds sector, and examines the implications for Canada. 


Background 

Russia has a population of over 140 
million (M), and it is in its second 
decade of economic reform following 
the collapse of the Soviet Union in 
1991. Russia has made significant 
progress in the development of a 
market economy, but resistance to 
change has limited the growth in 
personal income, demand for food 
stuffs and agricultural production. 


For 2005, Russia’s Gross Domestic 
Product (GDP) is forecast to increase 
by 6.0%, down from 7.1% in 2004 and 
inflation is forecast at 9.4%, down from 
10.9 % in 2004. Since the financial 
collapse in 1998, Russia’s real GDP 
has increased by 38% and the 
capitalisation of the Russian market 
has increased more than fivefold, to 
about $US 250 billion (G). Foreign 
currency reserves are estimated at 
US$95G. Much of Russia’s positive 
economic performance is attributed to 
high oil and gas prices in recent years. 


Generally speaking, the benefits of a 
fairly robust Russian economy have 
not trickled down to the average 
Russian worker and poverty continues 
to be a serious problem. Average 
salaries are about US$3,000 per year 
and one-third of the population lives 
below the poverty line. At the same 
time, a small number of influential 
oligarchs derives the benefits from a 
very prosperous oil and gas sector 


which accounts for over 50% of 
Russia’s total exports. 


Agriculture 

The major field crops grown in Russia, 
in order of production, are wheat, 
barley, sunflower, oats, rye, and corn. 
Russia’s main agricultural region 
extends nearly 5,000 kilometres from 
the Central District, which borders 
Ukraine and Belarus, to the western 
part of Siberia. In 2005, for example, 
out of the roughly 133 million 

hectares (Mha) of arable land, 47 Mha 
of grains and oilseeds were harvested. 
The remainder is pasture and 
meadows for livestock grazing. 


Agriculture accounts for about 7% of 
Russia’s GDP, considerably less than 
the industrial sector which contributes 
40%. Russia’s agricultural sector, 
which employs about 12% of its labour 
force, has grown about 4% annually, 
which is somewhat slower than the 
industrial sector which has been 
growing at an annual rate of 7% for the 
last couple of years. 


Nevertheless, today’s agricultural 
sector bears little resemblance to the 
one that existed in 1991 when the 
Soviet Union collapsed. From being a 
net importer of grains, Russia has 
moved to being one of the largest 
world exporters of grain. As livestock 
subsidies were removed following the 
collapse of the Soviet Union, Russia 


responded by reducing livestock 
production. Today, Russia is a major 
importer of beef and poultry meat, and 
the US supplies over 50% of its poultry 
import needs. 


At a time when livestock production 
has been on a general decline in 
Russia, the exceptions are swine and 
poultry production. Russia’s swine 
production has steadily increased 
during the past decade and, for 2005, 
is expected to hit a record 36 million 
head. Similarly, poultry production has 
been increasing steadily and is 
expected to reach a record 0.7 million 
tonnes (Mt) in 2005. The increase in 
swine and poultry production is 
attributed to higher prices to producers, 
which can be tied to the gradual 
phase-in of tariff rate quotas for beef 
and pork imports and a quota being 
imposed on poultry imports. 


Russia’s Agri-Food Trade 

Canada is not a major trading partner 
with Russia in terms of agri-food 
products. Brazil provides, on average, 
US$1.3G annually in sales of agri-food 
products, followed by Ukraine which 
sells US$0.9G of agri-food products 
annually. On the export side, both 
Kazakhstan and Ukraine buy, on 
average, US$0.26G of agri-food 
products annually from Russia. 

Trade in agri-food products between 
Canada and Russia has averaged 
CAN$144M per year for the past five 


Canada 


years, with Russia enjoying a slight 
trade surplus during this period. By far 
the largest category of Canadian agri- 
food exports to Russia is meat and 
edible meat offal, averaging CAN$41M 
per year. The bulk of Canada’s agri- 
food imports from Russia are fish and 
crustaceans, averaging CAN$54M per 
year. 


SITUATION 2005-2006 


For the past decade, Russia’s farmers 
have reduced by about 11% the total 
area seeded to the major field crops 
(wheat, barley, oats, corn, rye, 
sunflower seed, and soybeans.) At the 
same time, total production increased 
by about 15% due to significant 
increases in yields for most of the field 
crops grown in Russia. For example, 
wheat yields have increased by about 
35% from the late 1990s. This is 
particularly significant because wheat 
is the largest field crop grown in 
Russia. A similar situation exists with 
barley production where, despite a 
19% reduction in seeded area, 
production increased slightly due to a 
28% increase in barley yields. 


2003 2004 

crop year -2004 -2005 
Carry-in Stocks 6,133 2,645 
Production 34,100 45,300 
Imports 1,026 1,197 
Supply 41,259 49,142 
Exports 3,114 7,951 
Feed Use 12,500 13,600 
Food Use 23,000 23,800 
Total Use 38,614 45,351 
Carry-out Stocks 2,645 3,791 


2003 
-2004 


2004 


crop year -2005 


RUSSIA: WHEAT SUPPLY AND DISPOSITION 


hohe? 5 aa thousand tonnes............... 


In terms of disposition, Russia 
quadrupled its exports of the major 
field crops during the past decade. 
The sevenfold increase in wheat 
exports and a quadrupling of barley 
exports between the early 1990s and 
the 2000-2004 period are particularly 
noteworthy. Russia’s feed use, on the 
other hand, declined slightly as a 27% 
increase in swine production did not 
offset the 48% reduction in cattle 
production. In the past decade, 
Russia’s oilseed crush has increased 
considerably due to a doubling of both 
sunflower seed and soybean crush. 


Wheat 

Wheat accounts for over half of 
Russia’s annual grain production. 
Winter wheat is grown on about one- 
third of the total wheat area, but 
accounts for nearly half of Russia’s 
total wheat production. Winter wheat 
varieties typically yield higher than the 
spring varieties. The downside to 
winter wheat production in Russia is 
that during an average year, about 
13% of the crop is lost to winterkill. 


2005 
-2006 


crop year 


3,791 3,991 Carry-in Stocks 
48,000 43,000 Production 
1,000 1,200 Imports 
52,791 48,191 Supply 
10,000 7,000 Exports 
15,300 14,000 Feed Use 
20,0008ne 23/000 Food Use 
48,800 44,500 Total Use 


3,991 


2005 
-2006 


crop year 


Carry-out Stocks 


Source: USDA-FAS, December 2005 


Carry-in Stocks 4,706 etek 
Production 18,000 17,200 
Imports 439 320 
Supply 23, 1a 1. 
Exports 2,318 1,089 
Feed Use 13,7200 43 1:700 
Food Use 4,900 4,800 
Total Use 20,918 17,589 
Carry-out Stocks A227 2,163 


2100 1,263 Carry-in Stocks 

16,000 17,000 Production 
400 400 Imports 

18,563 18,663 Supply 

1,200 1,200 Exports 
11.300." , 17,500 Feed Use 

4,800 4,800 Food Use 
17,300 17,500 Total Use 

1,263 1,163 Carry-out Stocks 


Source: USDA-FAS, December 2005 


2 
Winterkill fluctuates significantly from 
year to year. It can result from frost 
damage; ice crust which smothers the 
crop; heaving from repeated 
freeze/thaw cycles, and soaking, which 
occurs in some of the more 
waterlogged regions. In 2002-2003, 
for example, winterkill affected 22% of 
the crop in the Southern District versus 
2% in the following year. Crops that do 
not survive winter weather conditions 
are typically replanted in the spring to 
barley, sunflowers, or some other 
spring-seeded crop. 


Wheat production is estimated at 
48.0 Mt, up from 45.3 Mt in 2004-2005 
due to a small increase in seeded 
area. Exports are forecast at 10.0 Mt, 
up 2.0 Mt from the previous year due 
to the increase in available supplies. 
Feed use is forecast at 15.3 Mt, up 
from 13.6 Mt in 2004-2005 due to the 
amount of feed wheat available and a 
small increase in livestock numbers. 
Carry-out stocks are forecast at 

4.0 Mt, slightly above the 10-year 
average. 


RUSSIA: OATS SUPPLY AND DISPOSITION 


2003 2004 2005 2006 
-2004 -2005 -2006 -2007 
eee tee thousand tonnes............... 
580 189 239 239 
5,200 4,950 4,800 4,700 
e009 Se fe OR os Oa ee) 
5,789 5,139 5,039 4,939 
0 0 0 0 
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2005 
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1,805 355 105 150 
2,850 
6 200 50 50 


6,011 3,405 4,155 4,200 
156 0 5 -) 
1,100 300 500 450 
4,400 3,000 3,500 3,600 
5,656 3,300 4,005 4,055 
355 105 150 145 


Barley 

Barley is Russia’s second major grain 
produced, with spring varieties 
accounting for 95% of total barley area 
and 90% of total production. About 
70% of Russia’s barley production has 
gone into the feed grain market in the 
past decade, but an expanding 
brewing industry has increased 
demand for malting grade barley. That 
increased demand for malting barley 
has stimulated efforts to increase the 
supply of domestic malting barley and 
the remainder is being met with 
increased imports. 


Barley production is estimated at 
16.0 Mt, down from 17.2 Mt in 2004- 
2005 due primarily to lower seeded 
area. Exports are forecast at 1.2 Mt, 
up from 1.1 Mt from the previous year. 
Feed use is forecast at 11.3 Mt, down 
from 11.7 Mt in 2004-2005. Carry-out 
stocks are estimated at 1.3 Mt, down 
significantly from 2.2 Mt in 2004-2005, 
due largely to lower available supplies 
of barley. 


Penen ea Ge ae thousand tonnes............... 


2004 

crop year -2004 -2005 
Carry-in Stocks R13 159 
Production 2,100 3,450 
Imports 496 200 
Supply 2,709 3,809 
Exports 0 0 
Feed Use ZOU 3,000 
Food Use 400 BDO 
Total Use 2,550 3,550 


299 


Carry-out Stocks 


2004 


crop year -2005 


Carry-in Stocks 


Production 4,850 4,750 
Imports 5 walQ 
Supply 4,880 4,830 
Exports 310 200 
Feed Use 230 120 
Food Use 270 200 
Crush 4,000 4,250 
Total Use 4,810 4,770 
Carry-out Stocks 70 60 


Source: USDA-FAS, December 2005 


RUSSIA: CORN SUPPLY AND DISPOSITION 


Oats 


For the past decade, area seeded to 
oats has been in a steady decline in 
Russia. However, production has not 
decreased proportionately due to 
significant yield increases. 


Oat production is estimated at 4.8 Mt, 
down from 5.0 Mt in 2004-2005 due to 
lower seeded area. Feed use is 
forecast at 3.2 Mt, down slightly from 
3.3 Mt in 2004-2005 due to lower 
available supplies. Carry-out stocks 
are expected to be unchanged from 
the previous year at 0.2 Mt. 


Rye 


In the past decade, Russia has steadily 


decreased the amount of land seeded 
to rye in response to declining demand 
for food grade rye. Demand for feed 
rye has also declined. However, there 
have been significant yield 
improvements which have partially 
offset the decline in seeded area for 


rye. 


Rye production is estimated at 4.0 Mt, 
up from 2.9 Mt in 2004-2005, due to a 


2005 
-2006 
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3,200 3,300 
200 200 
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0 0 
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2005 
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5,865 5,705 
300 Zio 
225 215 
295 280 

4,950 4,850 

5,770 5,620 

95 85 


combination of 
higher seeded 
area and yields. 
Much of that 
increased supply 
is expected to 
translate into 
higher food use 
which is forecast 
at 3.5 Mt, up from 
3.0 Mt in 2004- 
2005. Carry-out 
stocks are 
estimated at 

0.2 Mt, up from 
0.1 Mt in the 
previous year. 


Corn 

Only about 20% of 
the corn crop in 
Russia is 
harvested for 
grain. The 
remainder is used 
for silage, 
although the 
amount of silage 
produced in recent 
years has 
decreased 
dramatically due 


3 
to lower livestock numbers. The area 
seeded to grain corn fluctuates 
between 0.6 and 0.8 Mha depending 
on soil moisture conditions at planting 
time. 


Corn production is estimated at 

3.2 Mt, down from 3.5 Mt in 2004- 
2005, due to a lower seeded area 
which more than offset higher yields. 
With a decline in available supplies, 
feed use is forecast at 2.9 Mt versus 
3.0 Mt in 2004-2005. Carry-out 
stocks are forecast at 0.2 Mt, down 
slightly from the previous year. 


Sunflower seed 

Sunflower seed is Russia’s most 
important oilseed crop, and Russia is 
one of the world’s top producers of 
sunflower seed. The steady growth in 
sunflower seed production is attributed 
to consistently high prices being paid 
to producers and the relatively low cost 
of production, factors which continue to 
maintain the profitability of sunflower 
seed production in Russia. 


Sunflower seed production is 
estimated at 5.8 Mt, up from 4.8 Mt in 
2004-2005, due to increased seeded 
area and higher yields. With that 
increase in available supplies, exports 
are expected to increase by 50% from 
the previous year, to 0.3 Mt in 2005- 
2006, and crush is forecast at 5.0 Mt, 
up from 4.3 Mt in 2004-2005. Carry- 
out stocks are forecast at 0.1 Mt, up 
significantly from the previous year. 


OUTLOOK 2006-2007 


Total production of Russia’s major field 
crops is forecast at 78.2 Mt, down from 
82.4 Mt in 2005-2006 due to lower 
expected yields which more than offset 
higher seeded area. 


Wheat 

Wheat production is forecast by 
Agriculture and Agri-Food Canada to 
decline by 10%, to 43.0 Mt, due 
primarily to a lower area seeded to 
winter wheat. With reduced supplies of 
wheat, exports are forecast at only 
7.0 Mt, 30% below 2005-2006. Feed 
use is expected to decrease while 
food use is forecast to remain 
unchanged. Carry-out stocks are 
forecast at 3.7 Mt, down 7% from 
2005-2006. 


Barley 

Barley production is forecast at 

17.0 Mt, up from 16.0 Mt in 2005-2006. 
Exports are expected to remain 
unchanged, at 1.2 Mt, and feed use is 
forecast at 11.5 Mt, up from slightly 
11.3 Mt in 2005-2006. Carry-out 
stocks are forecast at 1.2 Mt, down 
from 1.3 Mt, and at a historically low 
level. 


Oats 

Oat production is forecast at 4.7 Mt, 
down from 4.8 Mt in 2005-2006. Feed 
use is expected to decrease 
marginally, to 3.1 Mt, due to a small 
decrease in available supplies and 
carry-out stocks are forecast to 
remain virtually unchanged at 0.2 Mt. 


Rye 

For 2006-2007, Russia’s rye 
production is forecast to remain 
unchanged, at 4.0 Mt, and food use is 
expected to also increase slightly, to 
3.6 Mt. Carry-out stocks are forecast 
to remain stable, at 0.15 Mt in 2006- 
2007. 


Corn 

For 2006-2007, Russia’s corn 
production is forecast at 3.3 Mt, up 
slightly from 3.2 Mt, due to higher 
seeded area and despite an 
expectation of slightly reduced yields. 
Feed use is forecast to increase 
marginally, to 3.0 Mt, and carry-out 
stocks are forecast at 0.2 Mt, similar 
to 2005-2006. 


Sunflower seed 

For 2006-2007, Russia’s sunflower 
seed production is forecast at 5.6 Mt, 
down from the previous year’s record 
production of 5.8 Mt, as seeded area is 
expected to remain stable and yields 
return to normal levels. Exports, 
crush and carry-out stocks are 
expected to decrease slightly. 


IMPLICATIONS FOR CANADA’S 
GRAINS AND OILSEEDS SECTOR 


Russia’s potential as a competitor in 
the world market for grain is currently 
constrained by the shortage of reliable 
farm machinery. The current supply of 
farm equipment is deteriorating quicker 


than it is being replaced due to the 
heavy debt load that more than half of 
Russia’s farms are carrying. As a 
result, these farmers are unable to 
secure the large, long-term loans 
needed to purchase the farm 
equipment and storage facilities 
required to compete with other major 
grain producers in the world. 
Infrastructure constraints include 
inadequate storage facilities and a 
road system which is in serious need 
of upgrading. 


One of the factors favouring growth in 
grain production and exports include 
the considerable investment by 
vertically integrated companies into the 
agricultural sector. They are able to 
provide access to capital markets and 
modern inputs, improved management 
and minimized costs. A number of 
large domestic grain companies are 
leading in respective regional and 
functional markets. Transnational 
companies such as Cargill, Nidera, 
Louis Dreyfus, Glencore, Bunge and 
some others are present in the 
Russian grain market, especially in the 
exports operations sector. The shares 
of these companies are small, however 
their operations help to increase 
Russian grain market efficiency. For 
example, Louis Dreyfus has teamed-up 
with Russian agribusiness 
conglomerate Agros to form RusEICo., 
a primary grain handler which intends 
to build and operate 10 high- 
throughput grain elevators throughout 
the main Russian grain growing areas. 
In addition, US-based Bunge 
announced in October 2004, its 
purchase of the Rostov-na-Donu grain 
terminal north of the Black Sea. 


Russia’s agricultural sector is also 
expected to benefit from upgrades 
either being planned or being carried 
out at various port and grain handling 
facilities. This would include 
expansion and/or improvements at the 
ports of Taganrog and Yeysk, located 
on the Sea of Azov, the Black Sea port 
of Novorossiysk, the port of 
Vladivostok, located on the Sea of 
Japan, and the port of Astrakhan, 
located on the Caspian Sea. Total 
Russian port throughput capacity is 


4 


about 15 Mt, however, deep sea port 
capacity is only approximately 10 Mt. 
In response to limited capacity at 
Russian deep sea ports, Russian 
exporters have used facilities in 
Ukraine and other countries to reduce 
pooling and consolidation costs. 


Over the medium-term, Russia’s effect 
on Canada’s ability to compete in world 
grain markets, especially that for 
wheat, is expected to be minimal. This 
is due to issues related to varietal 
development, assurance of supply and 
delivery, quality, consistency and 
infrastructure constraints. Canada 
continues to compete on the basis of 
consistency, quality and the 
dependability of supply. 


For more information, contact: 
Arthur Friesen, 
Senior Market Analyst 
Phone: (204) 983-0577 
E-mail: friesena@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES December 28, 2005 
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Selected Points Price Basis ee This week | Last week Month Ago Year Ago 
29-Dec-04 


Cor | 28 -Dec-05 | 19-Dec-05 | 28-Nov-05 
From: US Lake Port | 


From: US Lake Port On Board Vessel Geena |s ats 29 eo (100.66) = | e892 64 ie e504 ake eenee 105.008. 5 
fro; #Moniteal; OG ae" (1}< 1 ]In-store Sa eiaan anes BONENT IPL TePPe)|SeR119:700 | ne 0160 20s | menI04 Oo en em 24 071 | 
From:® Ciiicago (IL) ag * S)Treck rine esa nity ans | Ra emer mate is (WOOT NNER Maegan | greee2ATmAen ee eetOs ORs | 
frOL at Mbritreel 1G so 4 Treck apm meee RU NeNME | CoB gL ae Pe |be' 126.7709 [et 2ao 78 8 | RMT Oe PEE ICOC WE | 


= 


fo) Montreal, QC Track 144.52 146.90 127.00 130.42 


Soymeal 48% Protein 


From: Chatham, ON Track ene neee se 312 120.65 123.03 103.43 106.55 


328.34 297.15 277.97 267.94 


TS Ey 272.82 253.64 243.61 
| __—Moncton,NB_ | Track ie cee eas Nees 709 315.90 296.72 286.69 
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350.31 319.12 299.94 289.91 o 
398.94 367.75 348.57 338.54 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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CANADIAN OUTLOOK FOR GRAINS, OILSEEDS , 
PULSES AND SPECIAL CROPS IN 2006-2007 


Production of grains, oilseeds, pulses and special crops in Canada is forecast to decrease to 70 million tonnes (Mt) in 
2006, from 72 Mt in 2005, largely due to lower yields. Total exports are projected to increase, while carry-out stocks are 
expected to decline. World wheat and oilseed prices are expected to decrease in 2006-2007 due to increased supplies in 
the major producing countries. World coarse grain prices are expected to increase slightly, mainly due to lower corn 
production in the United States (US). Canadian prices will continue to be pressured by the strong Canadian dollar. The 
market outlook is tentative due to the high degree of uncertainty regarding global supply and demand conditions. 
Normal weather patterns have been assumed. Unusual weather conditions in any of the major importing or exporting 
countries could significantly alter the outlook. Trade policy factors, such as the anti-dumping and countervail duties 


“iy 


currently in place on grain corn imports from the US, will also affect the outlook for 2006-2007. 


CANADIAN 


PRODUCTION OUTLOOK 


Area seeded for 2006 will be influenced by 
expected net returns, current prices, 
expected delivery opportunities, crop rotation 
requirements, potential disease and pest 
problems, and on-farm stocks. The following 
forecasts are not based on a survey of 
farmers. The first survey of farmers’ 2006 
seeding intentions will be released by 
Statistics Canada on April 25, 2006. 


Expected net returns by province were 
calculated using projected 2006 input costs, 
trend yields and current prices, to provide 
potential returns net of operating expenses 
for the major crops, as viewed by a farmer 
making planting decisions in early 2006. 
These projections indicate that, of the major 
western Canadian crops, non-durum wheat 
and oats generally have the highest potential 
net returns. Expected feed barley returns 
are not attractive, but much of this crop is 
grown for on-farm feeding, and malting 
barley returns are expected to be good, 
supporting barley area. Oat area is 
supported by good potential returns in 
Manitoba and Saskatchewan. High 
expected net returns for sunflower seed and 
chickpeas are projected to result in a shift 
into these crops. In eastern Canada, 
expectations of stronger corn prices resulting 
from the recently announced provisional anti- 


dumping and countervailing duties (AD/CVD) 
on imports of US corn offset the impact of 
higher input costs, and corn area is expected 
to be relatively unchanged. 


Canola and durum wheat supplies have 
reached burdensome levels, with durum 
deliveries restricted by Canadian Wheat 
Board (CWB) delivery contracts. These 
factors increase the incentive to reduce the 
area of these crops and increase the area of 
alternative crops such as non-durum wheat, 
oats and barley. 


Agriculture and Agri-Food Canada (AAFC) 
forecasts that the areas seeded to non- 
durum wheat, oats, barley, corn, dry peas, 
sunflower seed, chickpeas and buckwheat 
will increase in 2006, but decrease for durum 
wheat, flaxseed, canola, soybeans, dry 
beans, lentils, mustard seed and canary 
seed. Summerfallow area is expected to 
decrease, but much of this will be due to the 
seeding of areas in Manitoba that were not 
seeded in 2005 due to excess moisture. 


Normal abandonment rates and trend yields 
have been assumed for 2006. In general, 
yields in western Canada are expected to be 
well below the 2005 yields, which were well 
above normal due to near-ideal growing 
conditions in most regions, with ample 
moisture and no extreme heat. Grain and 
oilseed production in western Canada is 


forecast to decline by 3% from 2005, to 

49 Mt, with pulse and special crop production 
expected to be down by 8% to 4.7 Mt. In 
eastern Canada, production is projected to 
decrease by 4% to 15 Mt for grains and 
oilseeds, and by 11% to 0.2 Mt for pulses 
and special crops. 


WORLD 


World wheat production is expected to 
increase slightly in 2006-2007, to 621 Mt. 
Carry-out stocks are projected to increase 
only slightly, but major exporter’ stocks are 
forecast to rise by 15%, to about 60 Mt, the 
highest in 15 years. Of particular importance 
is the US wheat supply and disposition 
outlook, as the major commodity futures 
markets are located in the US. US 
production is expected to increase by 5% to 
2.2 billion bushels, with carry-out stocks 
forecast to rise significantly. The stock-to- 
use ratio is forecast at 32%, versus 24% in 
2005-2006, the highest in 5 years. As a 
result, the average US farm price is expected 
to fall by 10%, to US$3.00 per bushel (/bu). 


' United States, European Union (EU-25), Canada, 
Australia and Argentina 


Canada 


World Price Outlook 

World non-durum wheat prices are 
expected to decline in 2006-2007, as a result 
of the rising exporter stocks. The US Hard 
Winter Ordinary (HWO) wheat price, FOB 
Gulf, is forecast to decline to US$130-140 
per tonne (/t) for 2006-2007 (August-July), 
compared to US$155-165/t in 2005-2006 
and US$155/t in 2004-2005. Protein 
premiums are expected to decline, assuming 
normal protein levels in the US and 
Canadian spring wheat crops for 2006. 


World durum prices are expected to decline 
slightly, but the premium to spring wheat is 
expected to increase due to lower supplies in 
the major exporting countries. However, 
these supplies are forecast at over 20 Mt, 
more than 1 Mt above the 10-year average, 
making a major price rally unlikely in the 
durum market. The US No.3 Hard Amber 
Durum (HAD) price, FOB Gulf, is forecast at 
US$170-180/t, slightly lower than 2005-2006. 


CANADA 


Non-durum Wheat: Higher Production 
and Lower Prices 

Non-durum wheat seeded area is forecast to 
increase by 12% in 2006. Production is 
projected to rise by 6%, with total supply 
rising by 4% to 27.4 Mt. Domestic feed use 
is projected to increase slightly, mainly due 
to increased feeding of soft red winter (SRW) 
wheat in Ontario. Exports are forecast to 
increase by almost 10%, assuming that the 
supply of good quality Canada Western Red 
Spring (CWRS) wheat increases. Carry-out 
stocks are projected to decline by more than 
10%. CWB pool returns for non-durum 
wheat are forecast by AAFC to decline due 
to the lower world prices and the continued 
appreciation of the Canadian dollar. Returns 
for No.1 CWRS wheat with 11.5% protein 
are projected at $170/t in-store Vancouver or 
St. Lawrence (I/S VC/SL), 11% below 2005- 
2006. 


Durum Wheat: Lower Production and 
Slightly Lower Prices 

Durum area is projected to decline by 9%, as 
a result of extremely high carry-in stocks, 
lower pool returns and poor delivery 
opportunities in 2005-2006. Production is 
forecast to fall by over 20%, but this will be 
largely offset by higher carry-in stocks, and 
total supply is projected to decline by only 
3%, remaining the second highest on record. 
Exports are projected to decline slightly, due 
to lower world import demand and increased 
competition from other exporters. Carry-out 


stocks are forecast to remain unchanged at a 
record 3.5 Mt. Durum pool returns are 
forecast to decline only slightly, with No.1 
CWAD 11.5% at $180/t, $2/t lower than in 
2005-2006. The projected premium over 
No.1 CWRS 11.5% is $10/t, versus a 
discount of $8/t in 2005-2006. 


Ontario winter wheat seeded area has 
increased by almost 30%, to 0.45 million 
hectares, due to relatively strong wheat 
prices and an early soybean harvest. 
Production is forecast to rise by 30%, toa 
near-record 2.0 Mt. Feed use, particularly of 
SRW wheat, is expected to rise sharply due 
to large supplies and strong domestic feed 
prices in Ontario resulting from the corn 
AD/CVD. Exports are expected to be 
relatively unchanged at about 0.8 Mt. 


COARSE GRAIN 


S 
WORLD 


World coarse grain production is forecast to 
increase slightly from 2005-2006, to 960 Mt. 
Lower US corn production is expected to be 
more than offset by higher coarse grain 
production in the EU-25, the Black Sea 
region and South Africa. World supply, 
however, is expected to decline marginally, 
due to lower carry-in stocks. Carry-out 
stocks are projected to decrease by 13% to 
135 Mt. World trade is forecast to increase 
slightly to 102 Mt. 


US corn production is forecast to decrease 
by 5% to 267 Mt. Area seeded is expected 
to decrease because of large carry-in stocks 
and high input costs. The lower US supply is 
expected to more than offset higher supplies 
in the EU and South Africa, supporting world 
corn prices. The average US farm price for 
corn is forecast by AAFC to increase to 
US$2.05/bu from US$1.80/bu for 2005-2006. 


World barley production is forecast to 
increase by 7% to 145 Mt, rising for all major 
exporters except Australia. Total supply is 
expected to increase only slightly due to 
lower carry-in stocks. World barley trade is 
forecast to increase by 3% to 17.5 Mt. World 
carry-out stocks are expected to increase by 
4%. As aresult, world prices are projected 
to decrease slightly for feed barley and be 
similar to 2005-2006 for malting barley. 


CANADA 


Barley: Higher Production and 

Higher Prices 

Area seeded to barley is forecast to increase 
by 8% from 2005-2006, with production 
rising by 3% to 12.9 Mt. Total supply, 
however, is expected to decrease marginally, 
as a result of lower carry-in stocks. 

Domestic feed consumption is projected to 
increase by 8%, due to larger inventories of, 
and higher prices for, cattle and hogs. Feed 
barley shipments from western to eastern 
Canada are forecast to increase, as a result 
of lower eastern corn imports from the US 
associated with the AD/CVD on unprocessed 
US corn. Assuming normal crop quality, 
malting barley exports are expected to 
increase to over 1.0 Mt. Feed barley 
exports, however, are forecast to decrease, 
as deliveries to the CWB are expected to 
become less attractive than the off-Board 
market. Carry-out stocks are expected to 
decline by over 25% to 2.2 Mt. Domestic 
feed barley prices are forecast to increase by 
about 10%, to $125/t for 1CW, in-store 
Lethbridge, while export prices decline 
slightly. The CWB pool returns for malting 
barley are projected to decrease for Six-Row 
varieties but remain unchanged for Two-Row 
varieties. 


Corn: Lower Production and 

Higher Prices 

Forecasts are very tentative, depending on 
the final countervail and anti-dumping 
decision from the Canada Border Services 
Agency (CBSA), expected March 15, 2006, 
and the final injury decision of the Canadian 
International Trade Tribunal, expected on 
April 18, 2006. If final AD/CVD duties are 
imposed at levels similar to the provisional 
duties announced December 15, 2005 by the 
CBSA, they are expected to support 
domestic prices. Despite the expected 
increase in input costs, corn area would be 
forecast to increase by 4% from 2005-2006. 
Production would be projected to decrease 
to 9.0 Mt, due mainly to lower yields, and 
total domestic supply is expected to 
decrease by 9%. Higher corn prices would 
be expected to decrease feed use 
significantly as feed grains from western 
Canada are substituted for corn and exports 
of lighter animals increase. Despite lower 
domestic production, corn imports would be 
expected to decrease significantly because 
of the lower than anticipated feed use and 
ethanol production partly related to the duty 
on grain corn imports from the US. If final 
duties are imposed at levels similar to the 


CBSA’s provisional duties, the average price 
of corn, Chatham elevator, would be forecast 
to increase from $110/t for 2005-2006 to 
$115-135/t for 2006-2007. 


Oats: Higher Production and 

Lower Prices 

The area seeded to oats is forecast to 
increase by 15% from 2005-2006, as a result 
of higher prices and lower production costs 
relative to other crops. Production is 
projected to increase by 18% to 4.0 Mt. 
Total supply is expected to increase by 11%, 
as higher production more than offsets lower 
carry-in stocks. While domestic food use is 
expected to remain steady, feed use is 
projected to increase. Despite stronger 
competition from the EU, Canadian exports, 
mainly to the US, are forecast to increase by 
6% to 1.7 Mt, due to increased supplies of 
milling quality oats. The average nearby 
Chicago Board of Trade oat price is forecast 
to decrease to CAN$125/t, from CAN$135/t 
for 2005-2006. 


OILSEEDS 
WORLD 


World production of the eight major oilseeds 
is forecast to decrease slightly, to 380 Mt, for 
2006-2007. World oilseed supplies are 
forecast to remain stable at record highs, as 
the drop in output is mostly offset by a 9% 
rise in carry-out stocks. World oilseed use is 
forecast at a record 386 Mt, supported by 
increased vegoil and protein meal 
consumption in China and India. In the EU- 
25 and the US the consumption of veg-oil for 
bio-diesel production is forecast to continue 


rising on support from strong crude oil prices. 


Trade is projected to rise to 83 Mt as the 
oilseed industry continues to expand in 
emerging economy countries while carry-out 
stocks are forecast to decline slightly from 
the record highs set in 2005-2006. 


World soybean production is forecast to 
decrease slightly, to 217 Mt, from the record 
222 Mt grown in 2005-2006. Production in 
the US is projected to decline slightly 
because of lower yields while South 
American planted area falls under pressure 
from low prices, higher input costs and credit 
constraints. 


World soybean usage is forecast to rise to a 
record 218 Mt on support from increased 
Chinese, South American and US crush. 
Strong growth in soyoil usage in China, the 


US and in the Middle East is expected. 
However, the growth in world soymeal 
usage, supported over the past several years 
by increased meat consumption in Asia, is 
being tempered by the widespread outbreaks 
of HNS51 Avian Influenza in Asian poultry 
flocks. Concerns over the possible spread of 
an epidemic into other regions has increased 
uncertainty and pressured prices in the 
protein meal market. 


US Soybean Prices Decrease Slightly 
The US farm price of soybeans is projected 
to decline to US$5.00/bu, from US$5.35/bu 
for 2005-2006, under pressure from 
burdensome carry-out stocks which are near 
20 year highs. Soyoil prices are expected to 
fall by 10% to US$0.21 per pound for 2006- 
2007, under pressure from high oil yields and 
burdensome carry-in stocks. Similarly, 
soymeal prices are projected to decrease 
slightly to US$165 per short ton under 
pressure from high supplies and constrained 
exports for 2006-2007. 


CANADA 


Canola: Lower Production and 

Lower Prices 

The area seeded to canola is forecast to 
decline by 12% because of low prices and 
burdensome carry-in stocks. Production is 
projected to drop by 22%, but is still 
expected to be the fifth highest on record. 
Total supply is expected to decrease at a 
slower pace due to the record-high carry-in 
stocks. Domestic crush and exports are 
forecast to be unchanged at near record 
levels, but will face stiff competition from 
large competing supplies of soybeans and 
palm oil. Carry-out stocks are forecast to 
decline but remain extremely burdensome. 
The average price is forecast to decline 
under pressure from burdensome Canadian 
canola carry-out stocks and low US soyoil 
prices. 


Flaxseed: Lower Production and 

Stable Prices 

The area seeded to flaxseed is forecast to 
fall by about 4% from the 10 year highs set in 
2005-2006, because of burdensome carry-in 
stocks and low prices relative to cereals. 
Production is projected to decline by 12%, 
but remain sharply above the 5 year 
average. Total supply is projected to rise to 
the highest level since 1999-2000 as the 
large carry-in stocks more than offset the 
drop in output. Exports are forecast to 
remain stable on steady EU and US import 
demand and continued high crude oil prices. 
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Carry-out stocks are expected to rise, but 
remain below 20 year highs. The average 
price is expected to remain stable. 


Soybeans: Lower Production and 

Lower Prices 

The area seeded to soybeans is forecast to 
decline due to competitive expected net 
returns for corn. Production is forecast to 
decline slightly. Total supply is projected to 
fall by 4%, despite support from higher 
imports. Domestic crush is forecast to 
remain stable at a near record pace while 
exports are projected to remain near record 
highs as a result of strong world demand for 
edible soybeans. The average Chatham 
price will be pressured by low US soybean 
prices and is forecast to decline slightly from 
2005-2006. 


PULSE AND 
SPECIAL CROPS 


Dry Peas: Lower Production and 

Higher Prices 

World production is forecast to increase by 
4% from 2005-2006, to 11.7 Mt, due to 
higher production in the EU and US. Supply 
is expected to increase by 2% to 12.5 Mt. 


Canadian seeded area is forecast to 
increase because of good deliveries in 2005- 
2006, relatively low carry-in stocks and low 
fertilizer requirements, but with production 
declining marginally due to lower yields. 
Supply is forecast to decrease because of 
lower production and carry-in stocks. 

Exports are expected to decrease because 
of higher world production and lower 
Canadian supply, while domestic use 
increases because of stronger demand in the 
domestic feed market. Carry-out stocks are 
forecast to decrease, with a stocks-to-use 
ratio (s/u) of 8%. 


The pressure from higher world supply is 
expected to be more than offset by stronger 
demand, especially in the domestic feed 
market. Therefore, the average price of dry 
peas over all grades, types and markets, is 
forecast to increase slightly. 


Lentils: Lower Production and 

Stable Prices 

World production is expected to decrease by 
7% to 3.8 Mt, but supply is forecast to 
increase by 2% to 4.6 Mt. 


Canadian seeded area is forecast to 
decrease due to historically low prices, 


relatively low expected net returns and high 
carry-in stocks, with production forecast to 
drop by 25%. Production of red lentils is 
expected to increase while production of 
green lentils decreases. Supply is expected 
to increase slightly, due to higher carry-in 
stocks. Exports are forecast to increase due 
to stronger demand and higher Canadian 
supply of red lentils. Carry-out stocks are 
expected to increase slightly, with a s/u ratio 
of 64%. The average price of lentils over all 
grades and types is forecast to remain stable 
as pressure from higher world supply is 
offset by stronger demand. 


Dry Beans: Higher Production and 
Stable Prices 

The most important influence on Canadian 
dry bean prices is US production, which is 
forecast to decrease by 13% to 1.03 Mt 
because of lower seeded area, higher 
abandonment and lower yields. However, 
US supply is expected to decrease by only 
5% to 1.26 Mt due to higher carry-in stocks. 


Canadian seeded area is forecast to 
decrease because of historically low prices, 
but production and supply are forecast to rise 
due to lower abandonment and higher yields. 
Exports are expected to increase due to the 
higher supply. Carry-out stocks are forecast 
to increase but remain relatively low, with a 
s/u of 9%. The average price, over all 
classes and grades, is forecast to remain 
stable as pressure from higher Canadian 
supply is offset by lower US supply. 


Chickpeas: Higher Production and 

Lower Prices 

World production is forecast to remain stable 
at to 8.6 Mt, with an increase for the kabul 
type and a decrease for the desi type. 
Supply is expected to increase marginally to 
9.0 Mt because of higher carry-in stocks. 


Canadian seeded area is forecast to 
increase due to good prices and relatively 
high expected net returns. Production and 
supply are forecast to increase only slightly 
as a result of lower yields. Exports are 
forecast to increase slightly and carry-out 
stocks are expected to increase but remain 
relatively low. The average price, over all 
types, grades and sizes, is forecast to 
decrease due to the higher world supply of 
the kabuli type, which accounts for about 
90% of Canadian production. 


Mustard Seed: Lower Production and 
Higher Prices 

World mustard seed trade is dominated by 
Canada. Canadian seeded area is forecast 
to decrease sharply because of historically 
low prices and relatively low expected net 
returns. Production and supply are both 
forecast to decrease. Exports are expected 
to increase due to higher demand and carry- 
out stocks are forecast to decrease, with a 
s/u ratio of 48%. The average price, over all 
types and grades, is forecast to increase due 
to the lower supply. 


Canary Seed: Lower Production and 
Higher Prices 

World canary seed production is forecast to 
decrease by 31% to 185,000 because of 
lower production in Canada. Supply is 
expected to decrease by only 16% to 
365,000 due to higher carry-in stocks. 


Canadian seeded area is forecast to 
decrease sharply because of historically low 
prices, relatively low expected net returns 
and high carry-in stocks. Production and 
supply are forecast to decrease. Exports are 
expected to increase slightly due to higher 
demand and carry-out stocks are forecast 

to decrease, with a s/u ratio of 44%. The 
average price is forecast to increase 

slightly due to the lower supply. 


Sunflower Seed: Higher Production and 
Marginally Higher Prices 

World sunflower seed production and 
supply are forecast to decrease by 3% to 
28.6 Mt and 30.1 Mt, respectively. US 
production is expected to decrease by 18% 
to 1.5 Mt, due to lower trend yields, and 
supply is forecast to decrease by 9% to 
1.75 Mt. 


Canadian seeded area is forecast to 
increase due to relatively high expected 
net returns. Production and supply are 
forecast to increase because of the higher 
seeded area, lower abandonment and 
higher yields. Exports are expected to 
increase because of lower supply in the US 
and higher Canadian supply. Carry-out 
stocks are forecast to increase, but remain 
relatively low with a s/u ratio of 13%. The 
price of the oilseed type is expected to be 
supported by lower world and US supply, 
while the price of the confectionery type is 
expected to be stable due to stable North 
American supply. Therefore, the average 


price, over both types and all grades, is 
forecast to increase only marginally. 


Buckwheat: Production and Prices 
Remain Stable 

Canadian production and supply are forecast 
to remain stable, as a higher seeded area is 
offset by lower yields. Prices are expected 
to remain stable. 


For more information, contact: 


Glenn Lennox, Wheat Analyst 
Telephone: (204) 983-8465 
Email: lennoxg@agr.gc.ca 


Joe Wang, Coarse Grains Analyst 
Telephone: (204) 983-8461 
Email: wangjz@agr.gc.ca 


Chris Beckman, Oilseeds Analyst 
Telephone: (204) 984-4929 
Email: beckmac@agr.gc.ca 


Stan Skrypetz 
Pulse and Special Crops Analyst 
Telephone: (204) 983-8972 
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ESTIMATED NET REVENUE: 2006-2007 


MANITOBA 


Barley genre Sunflower 
CWRS Feed’ | Canola] Flaxseed Soybeans Confectionery Feed 


Variable Costs QF I SB Baer amcrenccecbscsiccensiccsens acennsneicceecosrennsseutt ceeennscdenstartcteenenas cies coniseesesDIULC ede sctaneeeselcastaslvsicne se asaelui use nentnsaGecsenscusncsunaosdsssesneencenmnsissrssseeausevagsisans 
Seed (inc. treatment) 
Fertilizer 

Chemical 

Fuel 

Repairs 

Crop Insurance 
Interest 


Other 


Total Variable Costs 


| 300) 
2.50 
im 


Net Returni(Loss)($/ha) [63]. (47, 2, ot] 59] ~~ ~=134] ~Si(ssS 7] SC 8H] (155) 
SASKATCHEWAN: Brown Soil Zone - conventional seeded stubble 


Projected Returns - 
Projected Yield (t/ha) 
Current Price ($/t) 
Projected Revenue ($/ha) 


oO 


[| Wheat |S Barley 
CWRS[ Durum] CPS] __Feed © Large Kabuli] _—___—Des| 


Variable Costs “” 
Seed (inc. treatment) 
Fertilizer 

Chemicals 

Fuel 

Repairs 

Crop Insurance 
Interest 

Other 

Total Variable Costs 


Projected Returns ~ 
Projected Yield (t/ha) 
Current Price ($/t) 
Projected Revenue ($/ha) 


Net Return/(Loss) ($/ha) [ 54. —44_—Sst2]—( TCT (tT 2] 


SASKATCHEWAN: Black Soil Zone - conventional seeded stubble 


Malting Yellow (food)| __—_—Feed | 


Variable Costs “ 
Seed (inc. treatment) 
Fertilizer 

Chemicals 

Fuel 

Repairs 

Crop Insurance 
Interest 

Other 

Total Variable Costs 


Projected Returns ~ 
Projected Yield (t/ha) 
Current Price ($/t) 
Projected Revenue ($/ha) 


Net Return/(Loss) ($/ha) ite Dike a ee ee ee Oe) 


Current prices as of January 3, 2006. For wheat, durum and malting barley, the December 2005 PRO is used. Totals may not add due to rounding. 

’ Off-Board 79005 Manitoba Agriculture, Food and Rural Initiatives variable costs adjusted by the projected Farm Input Price Index (FIPI) 
3/ AAFC forecast, January 2006 4/9005 Saskatchewan Agriculture, Food and Rural Revitalization variable costs adjusted by the FIPI 

* Wheat: 13.5% protein / Durum: 13.0% protein 
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ESTIMATED NET REVENUE: 2006-2007 
ALBERTA: Brown Soil Zone - stubble 


(pe Se Wheat@ee: <7] Barley Lentils Chickpeas Mustard 
CWRS| —_——s—Durum| Feed " Canola} __ Large Green Large Kabuli Yellow 


Variable Costs BF I a cen nscccatcstnseusssnevesssecase'ascubecdsicvununacccrdsescenacekenasepepner Dill Clamascddremmanansses rss commislsscecabanancncetemesaadeiactecsereserss sr ctences 


Projected Returns ~ 1 CWRS* 4 CWAD* 
Projected Yield (t/ha) 


Current Price ($/t) 
Projected Revenue ($/ha) 


NetReturn/(Loss) ($/ha) |  45| 25] (51)] 3] 027 483] ~~) 
ALBERTA: Black Soil Zone - stubble 


1 CAN 


Seed (inc. treatment) 
Fertilizer 
Chemical 
Fuel 
oe 
Crop Insurance 
Interest 
Other 
Total Variable Costs noe 234) | 260] 

| 1 CAN, 


| __—'Wheat_ =| ~—s Barley| Oats] (DryPeas 
cwrs[ cPS|_Feed"| | Green(food)[ Feed | 


Variable Costs 7 


Seed (inc. treatment) 


Fertilizer 116 
Chemicals 
Fuel 

Repairs 

Crop Insurance 

Interest 

Other 


Total Variable Costs 


Projected Returns ~ 2 CWRS* 1 CPS 
Projected Yield (t/ha) 


Current Price ($/t) 
Projected Revenue ($/ha) 


Net Return/(Loss) ($/ha) 


Variable Costs A NG | RE aiclenolneiexisioir airs unicisceavnnu satan ceaeriseqdaeacs«sannensere tnt snorcresst Di MClae casboecateandverescvusuentnescs decanter sannsenecsnnsaedunetreceatecncecarces 


Seed (inc. treatment) 


Fertilizer 

Chemicals 

Fuel 

Repairs 

Crop Insurance 

Interest 

Other 

Total Variable Costs ee) eee 

Projected Returns * 1 CERW* 
Projected Yield (t/ha) 
Current Price ($/t) 


Projected Revenue ($/ha) 


Net Return/(Loss) ($/ha) [|__ 135] 75] (409)] 07] t98T895](7)] 


Current prices as of January 3, 2006. For wheat and durum in Alberta, the December 2005 PRO is used. Totals may not add due to rounding. 
" Off-Board ~ 2005 Alberta Agriculture, Food and Rural Development variable costs adjusted by the FIPI 

* AAFC forecast, January 2006 “2005 Ontario Ministry of Agriculture, Food and Rural Affair variable costs adjusted by the FIPI 

* CWRS: 13.5% protein / CWAD: 13.0% protein / CERW 12.0% protein 


CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION 


Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 
Grainand Seeded Harvested Yield Production Imports(b) Supply Exports(c) Use(e) Dockage Use (d) Stocks Price (f) 
Crop Year (a thousand ha 1/1 IIE ET NCH ITIO TIC HON OS ce gt 
Durum 
2004-2005 2,230 2,141 2.32 4,962 1 6,752 3,218 257 OSS 1,013 PISA 201 
2005-2006f 2,341 2,297 2.58 5,915 1 8,436 3,700 260 778 1,236 3,500 1 O2ae 
2006-2007f 2,130 2,090 PIES 4,665 1 8,166 3,500 265 700 1,166 3,500 180 ** 
Wheat Except Durum 
2004-2005 8,169 UEP Ve 20,898 13 25,203 11,593 2,791 4,574 8,138 5,471 190 
2005-2006f 7,784 7,530 PLAT 20,860 15 26,347 13,200 2,825 4,045 7,747 5,400 190 * 
2006-2007f 8,693 8,460 2.60 22,000 15 27,415 14,500 3,100 4,160 8,115 4,800 117A) 
All Wheat 
2004-2005 10,399 9,862 2.62 25,860 14 31,955 14,812 3,048 5,107 9,151 7,992 
2005-2006f 10,125 9,826 2.72 26,775 16 34,783 16,900 3,085 4,823 8,983 8,900 
2006-2007f 10,823 10,550 2HOS 26,665 16 35,581 18,000 3,365 4,860 9,281 8,300 
Barley 
2004-2005 4,678 4,050 3.26 13,186 83 1S Sia 1,863 263 9,362 10,019 3,489 112 
2005-2006f 4,440 3,889 B, 12,481 30 16,000 2,400 360 9,835 10,600 3,000 100-120 
2006-2007f 4,815 4,210 3.06 12,900 30 15,930 2,300 360 10,665 11,430 2,200 115-135 
Corn 
2004-2005 1,185 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 101 
2005-2006f 1,124 1,096 8.63 9,461 1,800 13,062 200 2,450 8,897 11,362 1,500 90-110 
2006-2007f Use 1,130 7.96 9,000 1,500 12,000 150 2,750 7,785 10,550 1,300 110-130 
Oats 
2004-2005 1,995 1 oMS 2.80 3,683 26 4,497 ARGiGo 110 1,568 1,834 988 131 
2005-2006f 1,853 1,326 2.59 3,432 15 4,435 1,600 140 1,625 1,935 900 125-145 
2006-2007f 2,136 1,550 2.58 4,000 15 4,915 1,700 140 1,900 BPRS 1,000 115-135 
Rye 
2004-2005 284 165 72458 418 1 487 122 48 155 220 145 69 
2005-2006f 223 148 2.42 359 1 505 150 48 170 235 120 65-85 
2006-2007f 207 150 2E3S 350 1 471 150 48 176 241 80 75-95 
Mixed Grains 
2004-2005 220 ditt 2.87 318 0 318 0 0 318 318 0 
2005-2006f 209 109 2.78 303 0 303 0 0 303 303 0 
2006-2007f 215 115 2.87 330 0 330 0 0 330 330 0 
Total Coarse Grains 
2004-2005 8,362 6,713 3.94 26,442 2,531 33,074 3,901 2,817 19,354 22,749 6,424 
2005-2006f 7,850 6,568 3.96 26,036 1,846 34,306 4,350 2,998 20,831 24,436 5,520 
2006-2007f 8,542 CASE 3.71 26,580 1,546 33,646 4,300 3,298 20,856 24,766 4,580 
Canola 
2004-2005 5,319 4,938 EO, 7,728 108 8,444 3,412 3,031 328 3,403 1,629 309 
2005-2006f 5,491 D209 1.84 9,660 150 11,440 4,500 3,300 595 3,940 3,000 245-285 
2006-2007f 51053 4,890 1.60 7,800 150 10,950 4,500 3,300 405 3,750 2,700 235-275 
Flaxseed 
2004-2005 728 528 0.98 517 38 648 468 n/a n/a 150 30 n/a 
2005-2006f 842 803 1.35 1,082 20 1 (ke 700 n/a n/a 2o2 200 265-305 
2006-2007f 805 782 117A 950 20 1,170 700 n/a n/a 245 225 265-305 
Soybeans 
2004-2005 1,229 1,178 2.59 3,048 393 3,581 el 22 1,610 457 2,190 270 248 
2005-2006f 1,176 1,169 2.70 3,161 250 3,681 1,150 11 -7A310) 421 2,281 250 210-250 
2006-2007f 1,144 alae 22038 2,850 450 3,550 1,150 oO 400 2,250 150 205-245 
Total Oilseeds 
2004-2005 UPL 6,643 1.70 MeZos) 539 12,673 5,002 n/a n/a 5,743 1,929 
2005-2006f 7,510 7,225 1.92 13,904 420 16,253 6,350 n/a n/a 6,453 3,450 
2006-2007f 7,002 6,797 eva 11,600 620 15,670 6,350 n/a n/a 6,245 3,075 
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oO Oe ee 
Total Grains And Oilseeds 


2004-2005 26,038 23,219 2.74 63,596 3,084 77,702 23,715 n/a n/a 37,643 16,345 
2005-2006f 25,484 23,620 2.82 66,715 2,282 85,341 27,600 n/a n/a 39,871 17,870 
2006-2007f 26,368 24,502 2.65 64,845 2,182 84,897 28,650 n/a n/a 40,292 15,955 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Total excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price /S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, /S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western delivery points); Canola 
(No. 1 Canada, WCE, cash, /S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board WB Pool Return Outlook — December 22, 2005 

** AAFC forecast, January, 2006 

F: forecast; Agriculture and Agri-Food Canada — January 6, 2006 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22007 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION January 20, 2006 


Total 
Area Area Total Domestic Carry-out Average 
Grainand Seeded Harvested Yield Production Imports(b) Supply Exports (b) Use (d) Stocks Price (e) 
Crop Year (a thousand ha INA nnnnnnnnnnn--nnnnnnnnnnnnnnnne thousand metric tonnes--------------------------------- $/t 
Dry Peas 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 i274 1.67 2,124 24 2,458 1,316 937 205 Aro 
2004-2005 1,388 1,345 2.48 3,090 56 3,599 1,845 1,159 595 135 
2005-2006f 1,366 1,319 Pa <oi6, 3,100 90 3,785 2,200 17235 350 105-135 
2006-2007f 1,450 1,400 Pad Th 3,040 100 3,490 1,950 1,290 250 110-140 
Lentils 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005 778 750 1.28 962 10 1,010 450 315 245 310 
2005-2006f 884 862 1.48 1,278 10 1,008 620 323 590 235-265 
2006-2007f 820 780 123 960 10 1,560 650 300 610 235-265 
Dry Beans 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 2.13 356 31 482 344 83 538) 495 
2004-2005 163 126 25 220 28 303 277 21 5 650 
2005-2006f 200 177 1.84 326 40 371 300 46 25 490-520 
2006-2007f 189 185 1.95 360 30 415 320 60 35 490-520 
Chickpeas 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005 47 39 1.31 51 4 TAs) 47 23 5 385 
2005-2006f 79 73 1.42 104 5 114 70 34 10 445-475 
2006-2007f 98 90 #22 110 5) 125 15 35 15 415-445 
Mustard Seed 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 1) 92 390 
2004-2005 O17 304 1.01 306 1 399 119 86 194 295 
2005-2006f PAPE 206 0.98 201 1 396 135 81 180 260-290 
2006-2007f 166 160 0.91 145 1 326 145 76 105 275-305 
Canary Seed 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 Zoi 243 0.93 226 0 246 167 12 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006f 190 186 Nee Zu 0 397 175 42 180 175-205 
2006-2007f 152 145 1.00 145 0 325 180 45 100 195-225 
Sunflower Seed 
2002-2003 100 95 1.65 157 21 200 105 60 30 440 
2003-2004 119 tS 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 ae 114 32 64 18 490 
2005-2006f 93 75 1.19 89 25 132 45 72 15 340-370 
2006-2007f 103 96 1.46 140 20 175 80 Us 20 345-375 
Buckwheat 
2002-2003 14 12 1.00 12 1 16 6 if. 3 340 
2003-2004 9 9 tA 10 1 14 5 7 2 355 
2004-2005 9 7 0.71 5 1 8 o 4 0 355 
2005-2006f 7 6 1:33 8 1 9 4 5 0 340-370 
2006-2007f 8 7 1.14 8 1 9 4 5 0 340-370 
Total Pulse And Special Crops (c) 
2002-2003 3,036 2,399 1.16 2,788 130 SOOn 1,740 1,209 638 
2003-2004 2,805 2,732 135 3,680 81 4,399 2,491 1,404 504 
2004-2005 3,145 2,948 1.78 5,237 135 5,876 2,937 1,707 1,232 
2005-2006f 3,031 2,904 1.84 5,333 172 6,737 3,549 1,838 1,350 
2006-2007f 2,986 2,863 nl 4,908 167 6,425 3,404 1,886 ied Bobo) 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, January 6, 2006 


Source: Statistics Canada and industry consultations. 
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DRY PEAS: SITUATION AND OUTLOOK 


Canada is normally the largest producer and exporter of dry peas in the world, accounting, on average, for about 
25% of world production and 50% of world exports. The value of Canadian dry pea exports peaked at $492 
million (M) in 2000-2001, but declined in the following two years due to reduced production caused by 
unfavourable weather. Exports started recovering in 2003-2004 and reached $408 million in 2004-2005. Canadian 
seeded area for dry peas increased by 565% since 1991-1992. The expansion of dry pea production in western 
Canada has provided producers with an alternative cash crop to use in their rotations and livestock feeders with a 
new feed ingredient. In addition, the increased production has resulted in increased employment opportunities in 
western Canada through the expansion of handling, marketing and processing facilities. For 2006-2007, Canadian 
production is forecast to decrease slightly from 2005-2006 as higher seeded area is more than offset by lower trend 
yields. This issue of the Bi weekly Bulletin examines the situation and outlook for dry peas. 


Gov't Publications 


WORLD 


Production 


World dry pea production has been 
relatively stable during the past ten years, 
ranging from a low of 9.9 Mt in 2002- 
2003 to a high of 12.5 million tonnes (Mt) 


in 1998-1999. During 
this period, the 
concentration of 
production has shifted 
out of France into 
Canada and the United 
States (US). 


Production in Canada 
increased as producers 
diversified out of 
traditional grains 
because of low returns. 
Production in the US 
increased as a result of 
incentives provided by 
government programs. 


In 1996-1997, Canada 
accounted for only 
11% of world dry pea 
production, but in 
2004-2005 and 2005- 
2006 Canada’s share 
peaked at 28%. 


Trade 

World trade in dry peas has been 
variable during the past ten years, 
ranging from a low of 2.2 Mt in calendar 
year 2003 to a high of 3.6 Mt in 1999. In 
2004, the latest year for which trade data 
is available, 3.1 Mt of dry peas were 


WORLD: DRY PEA SUPPLY AND DISPOSITION 


2003 2004 2005 
-2004 -2005 -2006 


6,185 6,395 6,580 
1.64 1.88 1.73 


Harvested Area (kha) 
Average Yields (t/ha) 


Canada 1,365 2,124 3.000 : 

France te? 15 1,670 1,675 1355 1,550 
China 1,500 1,400 1,160 1,200 1,200 
Russia 1,268 1,052 1,243 1,290 1,200 
United States 250 274 Biz 682 910 
India 800 730 800 780 780 
Ukraine 613 371 636 600 600 
Germany 413 392 464 SY 400 
Australia 160 418 224 372 360 
United Kingdom 292 213 Pag 191 210 
Others 1,501 1,425 1,691 1,470 1,490 
Total Production 9,877 10,129 12,020 11,397 11,740 
Carry-in Stocks 500 700 600 1,100 800 
Total Supply 10,377 10,829 12,620 12,497 12,540 
Total Use 9,677 10,229 1 1eo20 11,697 11,740 
Carry-out Stocks 700 600 1,100 800 800 
Stocks-to-use ratio 7% 6% 10% 7% T% 


f: forecast, Agriculture and Agri-Food Canada February 2006 
Source: FAO, UNIP and Statistics Canada - February 2006 


exported. Ten years ago, France and 
Canada were the largest exporters, each 
accounting for 29% of world exports. 
Other major exporters were Ukraine, 
Australia, Russia, Czech Republic and 
the US. During the decade, Canada’s 
share grew until it became the largest 


exporter in 1997. In 
2001, Canada’s share 
of exports peaked at 
56%, but fell during the 
following two years 
because of low 
production, before 
recovering to 50% in 
2004. In 2004, France 
accounted for 18% of 
world exports and the 
only other significant 
exporters were 
Australia, the US, 
Ukraine and Russia. 


Ten years ago, the 
main importing 
countries were in 
western Europe; with 
the Netherlands being 
the largest, followed by 
Belgium, Germany, 
and Spain. The only 
large non-European 
importer was India. 
Since then, the largest 
growth in imports was 
by countries in Asia. In 


Canada 


2004, India was the largest importer in 
Asia, followed by Bangladesh, China and 
Pakistan. Dry pea exports to Asia are 
nearly all for food. Spain became the 
largest importing country in Europe, 
followed by Belgium, Netherlands Italy 
and Germany. European imports were 
nearly all for livestock feed. Latin 
America is also a major importing region 
for dry peas, especially Cuba and 
Colombia. Smaller volumes of dry peas 
are imported by countries in Africa and 
the Middle East. Exports to Latin 
America, Africa and the Middle East are 
generally for food. 


CANADA 


Production 
Dry peas are a cool season crop with a 
relatively shallow root system. They are, 
generally, as drought tolerant as cereal 
grains, but cannot tolerate heat stress 
during flowering. Dry peas take about 
90-105 days to reach maturity, depending 
on the variety grown. The crop is best 
suited to the black soil zone, with well 
drained, clay loam soils being ideal for 
dry pea production. However, dry peas 
have performed well in all areas of the 
Prairies, especially in 
summers with cool and moist 
conditions. Poorly drained, 
cold soils can favour the 
development of seedling 
diseases and root rots. Dry 


Canada* 


since 1991-1992, with a record 

1.39 million hectares seeded in 2004- 
2005. There has also been an upward 
trend in average yields, which helped to 
increase production by 725% to a record 
3.3 million tonnes (Mt) in 2004-2005. 
Production decreased moderately in 
2005-2006 due to lower seeded area and 
lower yields. The growth in dry pea 
production has been largely in 
Saskatchewan. In 2005-2006, 
Saskatchewan accounted for 78% of 
Canadian production, Alberta for 20%, 
and Manitoba for 2%. Small amounts of 
dry peas were also produced in British 
Columbia and in eastern Canada. 
Canada produces several types of peas, 
with the large and medium yellow types 
accounting for 68% of 2005-2006 
production. Green peas accounted for 
30% of the production and the remaining 
2% consisted of maple, Austrian winter, 
green marrowfat and small yellow. 


Marketing 

Dry peas are sold on the open market to 
dealers located throughout the Prairie 
Provinces. Feed peas are sold mainly to 
large grain elevators, whereas food peas 
are sold mainly to specialized cleaning 


2000 2001 2002 


792 


WORLD: DRY PEA EXPORTS 


2003 
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and handling facilities. Dry peas are also 
sold directly to processing plants, feed 
mills and livestock producers. 


Feed peas are generally shipped bulk by 
rail, from the elevators to ports and other 
markets. Food peas are also generally 
shipped by rail, either bulk, in bags or in 
containers. 


Domestic Use 

About 35% of the dry peas produced in 
Canada are consumed domestically, with 
the largest use being livestock feed, 
followed by seed and food. Most of the 
increase in domestic use is due to 
greater use for livestock feed in the 
Prairie provinces, especially for feeding 
hogs. Domestic use is forecast to 
increase in 2005-2006 because of higher 
supply and increased use for livestock 
feed. 


Exports and Imports 

On average, about 65% of Canadian dry 
peas are exported. In 2004-2005, 31% of 
the exports went into the feed market, 
mainly in Europe, and 69% into the food 
market mainly in Asia and Latin America. 
The feed market consumes both yellow 
and green types. Although 
both yellow and green peas 
are sold into the food markets 
all over the world, the main 
market for green peas is Latin 
America and for yellow peas, 


peas should not be grown on France 836 528 566] Asia. Spain accounts for 
saline soils and should not be _ | Australia 335 337 391 92 185] most of Canadian dry pea 
grown on the same field more | United States** 90 102 94 118 179] exports to Europe, followed 
than once in every four years _| Ukraine 25 108 181 43 174] by Belgium. In Asia, the 
to avoid the rapid increase of | Russia 2 19 131 Aa 88] largest importer is India, 
soil-borne and foliar diseases. | Other 354 409 440 =—_363 341] followed by China, 

Total 3,429 3,509 2,865 2,190 3,071 


Dry pea production provides 
an agronomically sound way 
of extending and improving 
crop rotations. They are 
capable of fixing part of their 
nitrogen requirements if 
properly inoculated with the 
pea strain of Rhizobium. 
Thus, acceptable yields can 
be produced in some years 
with little nitrogen fertilizer. 
However, a soil test should 
be used to determine 
required nutrients. The crop 
following dry peas in the 
rotation generally yields more 
than the same crop grown 
after cereals or oilseeds. 


Canadian dry pea seeded 
area increased by 565% 


2000 2001 


Spain 
India 


Belgium 544 415 215 249 361 
Netherlands 271 165 114 268 210 
Bangladesh 110 260 277 115 186 
Italy 141 104 100 88 139 
Cuba 49 85 43 53 110 
Germany 79 57 38 37 91 
China 114 178 133 (fe 90 
Pakistan 85 110 91 64 41 
Colombia 56 86 56 38 38 
Other 603 637 S59 622 641 
Total 2,814 3,469 7 fa 2,501 3,274 


The difference between imports and exports is attributed to the 
timing of delivery. 


Source: FAO, except *Statistics Canada and **USDA-February 2006 


Bangladesh and Pakistan. In 
the western hemisphere, 
Cuba, Colombia, US, 
Venezuela and Peru are the 
largest importers. United 
Arab Emirates is the largest 
importer in the Middle East, 
with most of the imports re- 
exported to other countries in 
the region. Canadian 
exports are forecast to 
increase in 2005-2006 
because of higher supply and 
strong demand in the feed 
markets in Europe and the 
food markets in Asia. 


Canadian imports, nearly all 
from the US, have been 
growing as US production 
increases and many 
producers near the Canadian 


border deliver to Canadian dealers. 


Prices 

Since there is no futures market for dry 
peas, prices are negotiated directly 
between the dealers and customers, 
based on supply and demand factors for 
each type, for immediate delivery or for 
delivery at some future date. Some dry 
peas are grown under production 
contracts which guarantee a price for part 
of the production. 


The price of feed peas is related to prices 
of alternate feed grain and protein meal 
ingredients. There are, however, 


August-July 
crop year 
Seeded Area (kha) 


Harvested Area (kha) 
Yield (t/ha) 


Carry-in stocks 
Production: 
Yellow 

Green 

Other “' 
Total Production 
Imports 
Total Supply 


Exports 
Asia 
Europe 
South America 
Central America and Antilles 
Africa 
United States 
Middle East 
Oceania 
Total Exports 
Total Domestic Use 7 
Total Use 


Carry-out Stocks 
Stocks-to-use ratio (%) 
Seeded Area (kac) 
Harvested Area (kac) 
Yield (bu/ac) 


Food — Yellow * Sit 


$/bu 
Food — Green * $/t 
$/bu 
Feed $/t 
$/bu 


3’ No. 1 Canada grade 


Source: Statistics Canada and AAFC 


regional price differences within the 
Prairie Provinces based on local supply 
and demand factors. Food pea prices 
are normally at a premium to feed pea 
prices, however the quality standards are 
higher. The premiums for yellow food 
peas and green food peas are usually 
different, depending on the supply and 
demand factors for each type. Prices for 
maple, Austrian winter, green marrowfat 
and small yellow peas also vary 
depending on the supply and demand 
factors for each type. 


Average prices are forecast to decrease 
in 2005-2006 due to higher Canadian 


CANADA: DRY PEA SUPPLY AND DISPOSITION 


2002 2003 2004 
-2003 -2004 -2005 
A200 1,303 1,388 
1,050 2r 1,345 

1.30 TOG 2.48 


Average producer price (Western Canada) 


850 1,325 2,360 
485 705 885 
30 94 93 
1,365 2,124 3,338 
41 24 56 
1,681 2,458 3,599 
413 422 966 
17 652 567 

68 66 110 

47 75 59 
33 28 A 
26 36 39 

19 32 59 

5 5 4 
628 1,316 1,845 
743 937 1,159 
1,371 2,253 3,004 
310 205 595 
23% 9% 20% 
3,205 3,220 3,430 
2,595 3,141 3,323 
19 25 37 
202 184 143 
5.50 5.00 3.90 
266 213 171 
7.25 5.80 4.65 
165 160 114 
4.50 4.35 3.10 


” Small yellow, maple, Austrian winter, green marrowfat 
2! includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 


f: forecast, Agriculture and Agri-Food Canada , February 2006 


supply and lower prices for alternative 
feed ingredients. 


OUTLOOK: 2006-2007 


World 

World dry pea production is forecast to 
increase by 3%, from 2005-2006, to 
11.74 Mt, due mainly to higher expected 
production in the European Union (EU) 
and the US. Although EU seeded area is 
expected to decrease because of a shift 
to rapeseed planting, average yields are 
expected to recover from the drought 
reduced low levels in 2005-2006, 
resulting in higher production. In the US, 


2005 2006 
-2006 -2007f 
1,366 1,450 
15319 1,400 

2.39 2ZAL 


2,120 2,080 
920 900 
60 60 
3,100 3,040 
90 100 
3,785 3,540 
1,100 1,050 
750 600 
120 120 
60 60 

55 55 

40 40 

70 70 

5 5 
2,200 2,000 
1,185 1,240 
3,385 3,240 
400 300 
12% 9% 
3,375 3,583 
3,209 3,459 
35 32 
123 132 
3.50 3.60 
134 138 
3.65 3.75 
105 108 
2.85 2.95 


seeded area is forecast to increase by a 
third due to higher expected net returns 
than for many alternative crops, resulting 
mainly from the high loan deficiency 
payments or market loan gains received 
by dry pea producers. World supply is 
forecast to increase marginally to 

12.54 Mt. Use is expected to increase 
slightly, while carry-out stocks remain 
stable. 


Canada 

Canadian production is forecast to 
decrease slightly to 3.04 Mt, as a 6% 
increase in seeded area is more than 
offset by lower trend yields. Soil moisture 
reserves are generally adequate and it is 
assumed that precipitation will be normal 
for the growing and harvest periods. 
Supply is expected to decrease by 6% to 
3.54 Mt. Domestic use is forecast to 
increase by 5% to 1.24 Mt because of 
strong demand for livestock feed, but 
exports are expected to decrease by 9% 
to 2.0 Mt due to the lower supply and 
lower expected demand from Europe. 
Carry-out stocks are forecast to 
decrease, with a stocks-to-use ratio of 
9%. Prices are forecast to increase 
slightly because of lower Canadian 
supply and stronger demand. 


OUTLOOK: LONGER-TERM 


Canada 

Research is continuing to develop 
improved varieties to make Canada more 
competitive in world dry pea markets. 
Work is also continuing on market 
development to increase the demand for 
Canadian dry peas in domestic and 
export markets. In the feed market, 
programs are underway to develop 
markets for feed peas in several eastern 
Asian and Latin American countries, as 
well as to increase the use of dry peas for 
livestock feed in Canada. In the food 
market, programs are underway to 
promote pulses, including dry peas, ina 
healthy diet. These programs are 
expected to increase the demand for 
Canadian dry peas, increase their value 
and increase domestic processing. 


One of the major challenges facing the 
Canadian dry pea industry is the 
maintenance of a level of production 
which is adequate to meet market needs. 
This is difficult to do because of the 
variable weather conditions from year to 


year, especially for moisture, in the dry 
pea growing areas. Due to the variable 
weather conditions, average yields since 
1991-1992 ranged from 1.3 tonnes per 
hectare (t/ha) to 2.7 t/ha and 
abandonment ranged from 1% to 19%. 
Although the seeded area increased 
sharply during the early and mid 1990s, 
the increase in seeded area has been 
much lower since 1998-1999. To 
encourage additional seeding, financial 
returns need to be as good as, or better 
than, for alternative crops. 


The second challenge is competing with 
subsidized production from the US. The 
US Farm Security and Rural Investment 
Act of 2002 (FSRIA) included dry peas 
under the loan program for the first time. 
High government support from loan 
deficiency payments (LDPs) or market 
loan gains (MLGs) resulted in sharply 
higher US dry pea production, with the 
US becoming a major competitor in world 
dry pea markets. An LDP is obtained by a 
producer when the price is below the loan 
rate and MLG occur when a producer 
chooses to take a loan and then repay it 
at a lower level when the price is below 
the loan rate. Changes made to the 

loan program for 2003-2004, resulted in 
higher payouts. In 2003-2004 the 
market price on which the LDP was 
based was lowered to feed from No. 1, 
while the loan rate remained 

unchanged. This made it easier to 
qualify fora LDP or MLG and increased 
the payout because prices of feed peas 
are lower than prices of No. 1 grade 
peas. 


The FSRIA is scheduled to end with the 
2007 crop. For later years, the area 
seeded will depend on the support 
programs available at that time, as well 
as on expected net returns for 
alternative crops. However, dry peas 
are becoming an established crop over 
a larger area than before 2002. 
Therefore, even if the seeded area 
should drop, it is expected to be 
significantly higher than it was prior to 
2002. 


Another factor to watch is dry pea 
production in the EU. Under the EU 
Common Agricultural Policy reforms, a 
single direct payment is replacing most 
payments currently offered. The 
payment will be independent of current 


4 


production levels or prices, although 
there will be a supplemental payment for 
protein crops, which includes dry peas. 
The decoupling of most payments is 
expected to result in some shift in 
production from dry peas into cereal 
grains and rapeseed because, in some 
areas, net returns for these crops are 
higher than for dry peas. The expected 
decrease in EU dry pea production will 
provide an opportunity for Canadian 
exporters to increase feed pea sales to 
the EU. However, there will be 
competition for the EU market from the 
US and possibly Ukraine, if Ukrainian 
production increases significantly. 


For periodic updates on the situation and 
outlook for dry peas, visit the Market 
Analysis Division Website for “Canada: 
Pulse and Special Crops Outlook”. 


For more information, please contact: 
Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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USES OF DRY PEAS 


There are two uses for dry peas, livestock feed and human food. Use for livestock feed is mainly in Europe and Canada, whereas use 
for food is mainly in Latin America and Asia. 


FEED 
The hog production industry is the most important user of feed peas, although poultry, cattle and other livestock also consume them. 


Feeding Hogs 

Dry peas are a good source of energy and protein for hogs. When protein quality and amino acids, such as lysine, are considered in 
diet formulation for hogs, peas are very price competitive. Moreover, dry peas do not have to be heat treated to deactivate anti- 
nutritional factors. 


Usually dry peas displace soybean meal and high energy grains, such as wheat or corn, in a hog ration in a one-third to two-thirds ratio. 
Therefore, a formula of one-third soybean meal and two-thirds wheat or corn, whichever has the lower price, gives an approximation of 
the opportunity price of dry peas. Dry peas are a very economical feed ingredient and can substitute for imported corn and soybean 
meal in western Canada. 


Nutrition 

Dry peas have high energy content. North American hog rations are normally formulated on the basis of digestible or metabolizable 
energy. However, in Europe, hog rations are normally formulated on the basis of net energy. Using net energy for feed formulation 
increases the value of dry peas in hog rations by about 10% because the net energy content of dry peas is about 37% higher than for 
soybean meal. 


Dry peas are known for having high quality protein, with a protein content of about 22%. The digestibility of protein from dry peas is 
good, with digestibility values of 83-86% for hogs and 84-88% for poultry. Dry pea protein fed to cattle is readily digested. Dry pea 
protein, protein from cereals, and canola meal are nutritionally complementary, enhancing each one’s value when used in rations. 


Feed Products 

A common feed product is a mixture of two-thirds ground peas and one-third canola meal. In this mixture, dry peas complement canola 
meal. Although canola meal is an excellent source of protein, it is low in digestible energy. Dry peas have high energy digestibility, and 
their amino acid profile, which is high in lysine, complements the amino acid profile of canola meal, which is high in methionine and 
cystine. Another feed product is an extruded blend of ground dry peas and canola seed. In addition to the two ingredients 
complementing each other, the high oil content is a readily available source of energy and can be used as a replacement for such 
products as corn oil or rendered fat. A more recent development is an extruded blend of ground dry peas and flaxseed which contains 
essential omega-3 fatty acid obtained from the flaxseed oil. 


Feeding Other Livestock, Fish and Pets 

Although dry peas are most widely used in feeding hogs, they are also used for feeding all classes of poultry. In feeding poultry, they 
are a good source of protein and a moderate source of energy. The nutrient profile makes dry peas a very economical ingredient for 
layers, but they can also be used for broilers. Dry peas are also a good source of supplementary protein for cattle, as well as a good 
source of energy. The relatively slow degradation rate of starch in peas may be beneficial in animals fed diets containing a high 
concentration of grain. An emerging use of dry peas is to manufacture protein concentrate for feeding to farmed fish. It can be 
combined with flaxseed oil to replace fish meal and fish oil. A small, but important user, is the bird seed industry, for which some 
specialty peas, such as the maple and Austrian winter types, are used. Dry peas are also used as an ingredient in the manufacture of 
pet food. Some small yellow seed is sold for seeding in silage mixtures. 


CANADA: COST SAVINGS OF USING 
DRY PEAS IN A HOG RATION ” 


Opportunity Actual Feed 
Price of Price of 


ENERGY VALUES IN 
DIGESTIBLE ENERGY (DE), 
METABOLIZABLE ENERGY (ME) AND 
NET ENERGY (NE) SYSTEMS 


Ingredient 


Winnipeg 
Saskatoon 194 99 24 
Calgary 203 120 21 
” February 2006 

2’ Based on one-third soybean meal and two-thirds corn 

3’ Based on 25% inclusion rate 
Source: AAFC 


Corn 3,650 
Wheat 3,780 
Dry Peas 3,750 
Soybean Meal 3,650 
Source: Noblet et al. 1994 
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FOOD 


Food use of dry peas includes canning, split and whole dry markets, as well as constituent products such as protein, flour, starch, and 
fibre. These products are then used in baked goods, baking mixes, soup mixes, breakfast cereals, processed meats, health foods, 
pastas and purees. Dry peas can also be cooked and eaten as a vegetable. 


Domestic Use 

The domestic food market is much smaller than the feed market, but is important for producers and dealers. The domestic processing 
industry includes splitting, canning, packaging of whole or split seed, the production of dry soup mixes, milling for flour, or fractionating 
into fibre, protein concentrate and starch. The marrowfat type, as well as some others, are used in the confectionery markets and to 
make a spread called pea butter. 


Healthy Diet 

Pulses, including dry peas are increasingly being used in health-conscious diets to promote general well-being and reduce the risk of 
illness. They are low in fat, low in sodium, cholesterol free, high in protein, and are an excellent source of both soluble and insoluble 
fibre, complex carbohydrates, and vitamins and minerals, especially B vitamins, potassium and phosphorus. 


Since dry peas are low in fat, low in sodium and are cholesterol free, they are an excellent heart healthy food that may be beneficial to 
the prevention of cardiovascular disease. Dry peas are an inexpensive, high quality source of protein. Studies have shown that whole 
pulses (including dry peas) have demonstrated cholesterol and lipid lowering effects in humans. 


Studies have reported the beneficial effects of soluble dietary fibre on cardiovascular disease in humans, especially in lowering both 
total serum and LDL-cholesterol levels. In addition, clinical research has shown soluble fibre to be beneficial in the management of 

type-2 diabetes. Insoluble dietary fibre consumption can be beneficial to a healthy colon and has been associated with reducing the 
risk of colon cancer. Diets high in fibre have demonstrated beneficial effects on weight loss because they deliver more bulk and less 
energy. 


Dry peas are an excellent source of the B vitamin folate which is an essential nutrient. In addition, folate consumption during pregnancy 
has been shown to reduce the risk of neural tube defects. 


Flour made from dry peas is gluten free and is a very nutritious option for people with celiac disease. 


Potential Use 

In addition to current uses, research is ongoing to develop edible food coatings from dry peas. These would be used to extend the 
shelf life of perishable food. Starch from dry peas can be used in bio-industrial products, such as ethanol and paper production and 
new applications are being investigated, such as using starch to make biodegradable plastics. 


ORGANISATIONS 


The Canadian Grain Commission administers quality control standards for dry peas. There are three grades for green peas and four 
grades for peas other than green. However, normally 1 and 2 Canada grade peas are used for the food market. For the feed market, 
there is a Canada Feed Peas grade. In addition, dry peas can be graded “Sample” if they do not meet the specifications under the 
grades. For further information, or to access the Official Grain Grading Guide, please visit the CGC website: www.grainscanada.gc.ca 


The Canadian Special Crops Association (CSCA - www.specialcrops.mb.ca) establishes trade rules and serves as a forum for 
exporters, dealers and brokers involved in the industry of trading Canada’s pulse and special crops, including dry peas. The website 
includes a section where buyers can submit a request for prices. 


Pulse Canada (www.pulsecanada.com) is an industry organization, with the CSCA and provincial pulse growers’ organizations as 
members. It is involved in policy issues, coordinating research efforts and market development. The website contains information on 


pulse crops, markets, and health and nutrition. 


PULSE INNOVATION PROJECT 


The Pulse Innovation Project is managed by Pulse Canada and funded mainly by a $3.2 million, over three years starting in 2005, 
contribution from Agriculture and Agri-Food Canada under the Science and Innovation pillar of the Agricultural Policy Framework. The 
goal of the Pulse Innovation Project is to stimulate innovation in product development by understanding industry needs and targeting 
research that will boost the incorporation of pulses, including dry peas, into food and industrial products. It will support the development 
and commercialization of products by working with food processors and ingredient manufacturers to ensure that the end results are 
foods that will be found on grocery store shelves, targeting products that are economic, convenient and enhance nutrition and health. 

In addition, the project will explore and support industrial avenues for pulses to ensure the maximum value added opportunities for 
producers. 
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B. CASH PRICES AND REPLACEMENT VALUES January 09, 2006 
PRAIRIE GRAINS 
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Froman USiC ake: ortiiewenra | Or Board Vos sola enaanens ie pennant | ME{00108 S| i 00.60 an |haneRO0OMUen |=. mmronoo | 
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 E:vcornieas Chicago {I aie tae freak en et | ET | ONO 25 | NEO T2O ReR NOMEN SOISOREON| MeNaOse2 | 
Lo eae SIS Se Pe eS BIT See ee ee 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbeé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 


Replacement values reflect 
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B. CASH PRICES AND REPLACEMENT VALUES January 23, 2006 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
quoted cash prices at shipping points plus the full transfer costs including du 


and exchange where applicable 
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PROTEIN MEAL: SITUATION AND OUTLOOK 


The world market for protein meal continues to grow steadily as demand, stimulated by higher meat and vegetable oil 
(vegoil) consumption, supports the expansion in output. Geographically, the demand for protein meal has increased 
most in Asia, particularly China, while the growth in production is occurring in South America and Asia. Trade in 
protein meal has increased at a slower pace with Argentina remaining the world’s largest exporter and the European 
Union (EU-25) the world’s largest importer. The Canadian protein meal market has expanded significantly since 2000 
due to increased domestic livestock production and oilseed processing. In 2004-2005, Canada exported 1.3 million 
tonnes (Mt) of canola meal, valued at CAN$249 million and imported 1.1 Mt of soymeal valued at CAN$292 million. 
Over the medium-term, prices of protein meal are expected to be pressured because of the rising output of high protein 
by-products created by the expansion of ethanol and biodiesel production in North America. 


This issue of the Bi-weekly Bulletin examines the situation and outlook for plant based protein meal, which is affected by 
conditions in the vegoil and oilseed markets. For a full discussion on vegoil, refer to Bi-weekly Bulletin Volume 18, 
Number 11 entitled, “Vegetable Oils: Competition In A Changing Market’. 


SITUATION 2005-2006 


Protein meal can be defined as either a co- 
product derived from the crushing of oilseeds 
or as a by-product from the processing of 
livestock. Dried distillers grains (DDG) are 
high in protein and are substitutable for 
soymeal and canola meal in livestock 
rations. 


World production and consumption 
continues to expand 

Since 2000-2001, world production of protein 
meal has increased at a steady pace, largely 
due to expansion in soybean crushing 
capacity in South America and China. For 
2005-2006, world protein meal production is 
forecast to rise by about 4%, primarily 
because of an expected increase in oilseed 
processing in China, Brazil, Argentina and 
the US. By type, the projected percentage 
distribution of protein meal production is: 
soymeal (68%), canola/rape meal (12%), 
cottonseed (6%), sunmeal (5%), fishmeal 
(3%), peanut meal (3%), palm kernel meal 
(2%) and copra meal (1%). 


For 2005-2006, the production of soymeal is 
expected to increase by 6 Mt while the 
output of sunflower seed meal rises by 1 Mt. 
The output of copra meal, cottonseed meal, 
fisnmeal, palm kernel meal, peanut meal and 
canola/rape meal is forecast to be largely 
unchanged. 


Similarly, world consumption of soymeal is 
forecast to increase by slightly over 6 Mt, 
while the usage of sunflower seed meal 


increases by slightly less than 1 Mt. 


Consumption of the remaining protein meal 


types is forecast to remain stable. 


Major Exporting Countries 
The US is forecast to remain the world’s 


largest producer of protein meal, accounting 
for about 16% of the total world production 


for 2005-2006. The US is the world’s 
largest producer of soymeal, with 
production forecast at about 37.0 Mt 
for 2005-2006. Canola/rape meal 
production is estimated at 0.7 Mt, 
assuming a crush of 1.1 Mt. 


Domestic consumption of protein meal 
in the US is forecast to rise by about 

1 Mt, to around 35 Mt, with soymeal 
usage estimated at 31 Mt. The 
increase is supported by a projected 
expansion of the US livestock herd. 
The United States Department of 
Agriculture’s (USDA) projected index 
of grain consuming animal units 
(GCAU) is 92 million, up from 

90 million in 2004-2005. For 2005- 
2006, the national pig crop is expected 
to be up by 1% as an increase in litter 
size more than offsets a reduction in 
the number of sows farrowing. For the 
first half of 2006, US producers report 
that they intend to increase farrowings 
from the previous year. As a result, 
pork production is expected to 
increase by 2.5% for the 2006 
calendar year. Similarly, the feed 
needs for beef may strengthen for 
2006 because of feedlot placements 


due to drought in the winter grazing areas. 
Beef production is forecast to increase by 
nearly 5% in 2006. Poultry production is 
forecast by the USDA to rise by 3% for 2006 
while egg production rises by 2%. In 
addition, national milk production is projected 
to rise by 4.7 billion pounds (Glb), to 


176.6 Glb. 
CANADA: PROTEIN MEAL 
SUPPLY AND DISPOSITION 
2004 2005 2006 
-2005 -2006e -2007f 


..........thousand tonnes.......... 


CANOLA MEAL 

Carry-In Stocks 30.0 39.0 35.0 
Production 1,903.8 2,050.0 2,050.0 
Imports 1.8 5.0 5.0 
Total Supply 1,935.6 2,090.0 2,090.0 
Exports 1,343.4 1,480.0 1,500.0 
Domestic Use Soles STARE, 059.0 
Total Use 1,900.6 2,055.0 2,055.0 
Carry-Out Stocks SOO 35.0 35.0 
SOYMEAL 

Carry-In Stocks 18.0 30.0 30.0 
Production 1,230.0 1,450.0 1,450.0 
Imports P15 Oe 10.0 1,150.0 
Total Supply 2,363.0 2,630.0 2,630.0 
Exports 87.4 125.0 100.0 
Domestic Use 2245.6.) 12.479.0 2,500.0 
Total Use 2,333.0 2,600.0 2,600.0 
Carry-Out Stocks 30.0 30.0 30.0 


Note: Flaxseed meal not included due to confidentiality 
of data. 

e: estimate; f: forecast, AAFC, February 2006 

Source: Statistics Canada 


Canada 


US exports of protein meal, however are 
forecast to decrease slightly, to about 6.3 Mt, 
due to burdensome South American supplies 
and slowdowns resulting from ongoing 
repairs to the Mississippi, adjacent levees 
and terminal elevators following hurricane 
Katrina. Exports of soymeal are projected to 
fall to slightly under 6.0 Mt, versus the 6.7 Mt 
exported in 2004-2005, with most of the 
shipments directed to China and the EU-25. 


In Brazil, the production of soymeal has 
increased by about 33% since 2000-2001. 
The growth in production of soymeal is due 
to an increase in supplies of raw soybeans 
and an expansion of crushing capacity. 
According to USDA, the 240,000 soybean 
producers in Brazil are widely dispersed 
throughout 17 states. Twenty percent of the 
country’s total agricultural income is derived 
from soybeans. For 2004-2005, soybeans 
made up 12% of Brazil’s US$10 billion in 
total exports, and accounted for one-quarter 
of Brazil's agricultural exports. The evolution 
of soybean production in Brazil has improved 
the standard of living and has aided the 
development of transport infrastructure. 
Since 2000, about 13 soybean crushing 


2004 
-2005 


PRODUCTION 


WORLD: PROTEIN MEAL 
SUPPLY AND DISPOSITION 


2005 
-2006e 


plants have been built or expanded with 
investment provided by Bunge, ADM, Louis 
Dreyfus and by various local companies. 


For 2005-2006, local marketing year, the 
production of soybeans is forecast by USDA 
at a record 58.5 Mt, as an expected return to 
normal yields offsets the first decline in 
seeded area since 1998-1999. The 
production of soymeal is also projected to 
rise to a record 23.4 Mt, of which slightly 
over 60% is expected to be exported with the 
EU-25 being the major customer. The 
domestic consumption of soymeal continues 
to grow at a steady pace, increasing by 29% 
since 2000-2001, as Brazil continues to 
develop its livestock industry. For 2005- 
2006, domestic consumption is forecast at 
9.3 Mt. 


Argentina continues to be the world’s 
largest exporter of soymeal, as higher export 
tariffs for soybeans than for protein meal or 
vegoil support the processing of soybeans 
and export of oil and meal. Since 2000- 
2001, the production of soymeal has 
increased by almost 50% and for 2005-2006 
is forecast to reach a record 22.9 Mt, most of 
which is exported, while less 
than 1.0 Mt is consumed 
domestically. Argentina also 
exports a small but steady 
volume of sunflower seed meal 
with shipments forecast to 
increase marginally to 1.2 Mt 
for 2005-2006. 


2006 
-2007f 


CONSUMPTION 


Soymeal 1St7 143.8 145.0 
Canola/Rape meal 24.1 24.5 2o.0 
Other 42.3 42.6 43.0 


Total 


CARRY-OUT STOCKS 
Soymeal es 5.2 ez 
Canola/Rape meal : i 
Other 0.7 0.7 0.7 
Total : 


OILSEED PRODUCTION 


Soybean 215.3 222.8 221.0 
Rapeseed/Canola 46.1 46.7 43.5 
Other 119.1 119.8 119.5 


Total 380.5 384.0 


OILSEED CRUSH 


Soybeans 176.0 183.8 187.1 
Rapeseed/Canola 41.0 41.5 42.1 
Other a5 3 85.9 86.0 
Total 302.3 311.2 315.2 


Note: Other includes cottonseed, sunflower seed, fishmeal, 
peanut, copra and palm kernel. 

e: estimate, USDA-FAS; f: forecast, AAFC, February 2006 
Source: AAFC, USDA 


Soymeal 138.3 144.5 145.0 : : : 
Canola/Rape meal 24.1 24.7 pasco|| ave eee a 
China is the world’s largest 
Other 42.7 43.1 43.0 
Total 205.1 312.3 313.9 | consumer and second largest 
producer of protein meal. For 
TRADE 2005-2006, the total domestic 
Soymeal 46.2 49.9 48.8] consumption of protein meal is 
Canola/Rape meal 22 Zs 2.2] estimated at about 37 Mt, most 
Other 11.4 12.1 12.0} of which will be consumed as 
Total feed. Total production of 


protein meal has expanded 
steadily, rising from about 

33 Mt in 2003, to an expected 
40 Mt for 2005-2006. By 
comparison, US production is 
40 Mt. Total Chinese crush 
Capacity is estimated at 70 Mt 
per year with 169 crushers 
capable of crushing more than 
200 tonnes per day (t/day). Of 
the 169 crushers, at least 90 
crush at least 1,000 t/day. 


By type, soymeal makes up 
58% of the protein meal 
production, followed by 
canola/rape meal at 19%, 
cottonseed meal 9.5%, peanut 
meal 8% with fishmeal and 
sunflower seed meal 
accounting for the remaining 
5.5%. The trade in protein 
meal is minor with small 
quantities of protein meal being 
imported while exports in 2005- 
2006 are estimated at less than 


2 
1.0 Mt. In 2005-2006, China produced 17 Mt 
of soybeans domestically and imported 27 
Mt of soybeans to crush. 


For 2005-2006, the production of soymeal is 
forecast to rise to 23 Mt, with most of the rise 
in output consumed by the dairy and 
aquaculture sectors, with soymeal replacing 
fishmeal to some degree in the swine sector. 


For 2005-2006, broiler production is 
expected to remain stable, despite an 
announced 20 million bird cull by Chinese 
authorities in response to outbreaks of the 
Asian Bird Flu HSN1. Favorable policies 
supporting poultry production allowed 
China’s broiler production to recover quickly 
from the cull during the first half of 2004. 
The recovery of production was aided by 
stable consumer demand and China’s 
success in re-opening cooked poultry 
exports to some countries. In addition, 
China’s poultry egg production is forecast by 
the US Agriculture Attaché to rise by 5% to 
over 28 Mt for 2005. 


For 2006, pork production is forecast to rise 
from the expected 49.6 Mt for 2005. One 
side effect from the exodus of rural residents 
to urban centers is the expansion of 
commercial swine operations, away from 
backyard pens, resulting in increased 
demand for soybean meal. 


Aquaculture requires approximately 5 Mt of 
soymeal per year in China, with the raising of 
fresh water fish being the most important 
consumer of soymeal. Although current 
production of cage-raised marine species is 
small relative to pond-raised fresh water 
species, production is expanding rapidly and 
the long-term growth potential for soymeal is 
significant. Soymeal’s inclusion rate in aqua 
feed varies from 20% to 50%, allowing 
considerable room for substitution for other 
protein meal such as canola meal. 


The EU-285 is the world’s largest importer of 
soymeal, accounting for almost one-half of 
all the soymeal imported for 2005-2006. 
Soymeal imports are projected at 22.8 Mt for 
2005-2006, up slightly from 2004-2005 and 
30% higher than the 17.5 Mt imported in 
2000-2001. By comparison slightly less than 
15.0 Mt of soybeans are expected to be 
crushed for 2005-2006, producing 11 Mt of 
soymeal. Total soymeal feed and waste use 
is projected at 33.7 Mt for 2005-2006. 


The EU-25 has a preference for importing 
soymeal rather than soybeans because of 
the low crush margins of EU crushing plants 
compared to plants in South America. The 
low crush margins are due to compulsory 
traceability and labelling set by EU 
regulations. It is expected that in North West 
Europe, soybean crushing capacity will be 
reduced by 3 Mt through plant closures 
and/or through plant conversions to 
rapeseed crushing. 


CANADA: PROTEIN MEAL PRICES 
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Source: Feed Grain Facts (Market Analysis Division, AAFC) 


The increased production of rapeseed meal, 
forecast at 8.2 Mt, up from the 7.4 Mt in 
2004-2005, is partially replacing soymeal in 
some EU countries. However, in other 
countries rapeseed meal is expected to 
replace corn gluten meal. Production of 
rapemeal is being supported by the rising 
crush for biodiesel. By mid-2006, EU-25 
biodiesel capacity may exceed 4.0 Mt. 
About 80% of EU-25 biodiesel is made with 
rapeseed oil and in 2004 one-third of the 
rapeseed crop was used in the production of 
biodiesel. 


Canada: Net exporter of canola meal 

and net importer of soymeal 

For 2005-2006, the production of protein 
meal is expected to be at a near record high 
level, although if not constrained by crush 
capacity could be higher given highly 
attractive crush margins and burdensome 
supplies of canola. Canada is expected to 
remain a net exporter of protein meal as the 
exports of canola meal exceed imports of 
soymeal. 


Production of canola meal is projected at 
2.05 Mt, up slightly from 2004-2005 but 
slightly below the record of 2.12 Mt set in 
2003-2004. About 1.5 Mt of canola meal, 
mostly from western Canada, are expected 
to be exported into the US. Around 0.5 Mt is 
consumed domestically where it is favoured 
in dairy rations because of its nutritional 
properties. 


Soymeal production is forecast to rise to a 
record 1.5 Mt for 2005-2006. However, 
Canada remains deficient in soymeal, and as 
a result an additional 1.2 Mt of soymeal is 
expected to be imported, mostly from the 
US, with shipments roughly equally split 
between eastern and western Canada. Total 
soymeal consumption is expected to 
increase to a record level on support from 
higher hog numbers and feedlot placements. 


Prices 

The benchmark US price for soymeal, in- 
store Decatur, simple average 48% is 
projected to decrease to US$165-180 per 


short ton (/st) (2,000 Ib) for 2005-2006, 
versus the US$183/st received in 2004-2005. 
This translates to an average price of about 
CAN$270 per tonne (/t) (2,204 Ib), for 
soymeal in-store Hamilton, based on the 
2005-2006 basis of CAN$35/t to-date and an 
exchange rate of US$1=CAN$1.18. 
Regionally, the price of soymeal in-store 
Calgary is expected to be about CAN$280/t 
while in the Maritimes, the price is forecast at 
$335/t for 2005-2006. The price of canola 
meal, in-store Vancouver is expected to fall 
to about CAN$160/t for 2005-2006, versus 
the CAN$175/t received for 2004-2005. 


2006-2007 AND MEDIUM TERM 
OUTLOOK 


World production of protein meal is forecast 
to rise slightly on support from strong crush 
margins, strong demand for ethanol and 
biodiesel, ample supplies of raw oilseeds 
and growing livestock populations. Most of 
the growth is expected to occur in soymeal 
because of the large supplies of raw 
soybeans, attractive crush margins and 
growing world livestock numbers. World 
production of canola/rape meal is forecast to 
rise marginally on support from strong 
demand for canola/rape oil and biodiesel, 
sharply higher than usual crush margins and 
large stocks of canola/rapeseed. Much of 
the potential increase in canola/rape meal 
production is offset by constrained crush 
capacity, particularly in the EU-25 and in 
Canada. 


US production of protein meal is forecast to 
rise by 4%, to about 39 Mt for 2006-2007 on 
support from growing domestic demand for 
protein meal, growing demand for ethanol 
and biodiesel, expected large oilseed and 
corn supplies and attractive crush margins. 
Most of the increase in output is expected to 
consist of rising soymeal production, which is 
forecast to rise to about 37 Mt for 2006-2007. 
However, growth will be constrained by the 
continued burdensome stocks of soyoil of 
over 1.0 Mt. Exports of soymeal are 
expected to be constrained, to about 6.0 Mt, 


3 
due to competition from South America and 
China. 


US production of various corn processing by- 
products such as corn gluten meal and 
DDGs is forecast to grow in 2006-2007, to 
about 13.0 Mt, due to rising demand for fuel- 
grade ethanol. The production of other 
protein meal, including canola meal, is 
forecast to remain relatively unchanged for 
2006-2007. Over the medium-term, the 
production of corn meal and DDGs is 
expected to continue to grow as new ethanol 
plants come on stream. 


Brazilian production of soymeal is forecast 
to rise slightly, to about 25.0 Mt for 2006- 
2007 on support from the rising Asian 
demand for protein meal and ample supplies 
of raw soybeans. Exports are projected to 
rise slightly to about 14.5 Mt, while total 
domestic consumption of soymeal increases 
to 9.5 Mt. Over the medium-term, production 
of soymeal is forecast to increase at a steady 
pace, with the growth in usage split between 
rising domestic use and exports. 


For Argentina, the production of soymeal is 
forecast to rise slightly to between 23.0 Mt to 
24.0 Mt. Exports are expected to increase 
accordingly as the domestic consumption of 
soymeal remains stable at below 1.0 Mt. 
The production and exports of sunflower 
seed meal are forecast to be unchanged for 
2006-2007. 


As a result of the sharp expansion in 
soybean and soymeal output since 2000- 
2001, bottlenecks in the storage, transport 
and export of both products have become 
severe. In an effort to reduce these 
bottlenecks, investments of over US$600 
million to expand the crush capacity have 
been announced. As a result, Argentine 
exports of soymeal are forecast to continue 
increasing at a steady pace, to over 25.0 Mt 
by 2011. 


In the EU-25, the demand for protein meal is 
forecast to rise slightly, to about 49.0 Mt, for 
2006-2007. Slightly under half of this 
demand will be filled by domestic production 
of protein meal, forecast to rise marginally to 
23.1 Mt. In the EU-25, strong demand for 
bio-fuel is expected to support an expanded 
crush of oilseeds and production of protein 
meal; however this growth is being 
constrained by a lack of crush capacity and 
availability of non-genetically modified 
canola/rapeseed. EU-25 imports of protein 
meal are forecast to rise by 6%, to about 
25.3 Mt, mostly consisting of soymeal 
imports from Argentina and Brazil. 


Chinese consumption of protein meal is 
projected to rise slightly, to just under 40 Mt 
for 2006-2007. Most of this usage is 
expected to be supplied through domestic 
production of protein meal, forecast to rise by 
2.0 Mt to almost 42.0 Mt. The main feed 
stocks, utilized for protein meal production 
will be soybeans, canola/rapeseed, 


cottonseed and peanuts. Of these, soymeal 
is expected to account for slightly over three- 
quarters of the protein meal produced while 
rapeseed/canola meal makes up about one- 
fifth of total output. China prefers to import 
soybeans and other oilseeds instead of 
protein meal and for 2006-2007 imports of 
protein meal are forecast to fall by about 
50%. 


Over the medium-term, Chinese 
consumption is projected to rise steadily, 
exceeding 45.0 Mt by 2011. Chinese 
consumption of canola meal, produced from 
Canadian canola, is forecast to rise over the 
medium-term as nutritionists continue to 
demonstrate the nutritional benefits of canola 
meal in aquaculture, hog and chicken diets. 


Canadian production of canola meal is 
forecast to remain stable for 2006-2007 as 
support from attractive crush margins and 
burdensome supplies of canola are offset by 
constrained crush capacity. For 2006-2007, 
consumption is projected to decline 
marginally while exports rise slightly. 
However, over the medium-term, the 
consumption of canola meal will be 
supported through the introduction of 
specialized canola meals. For example, 
MCN BioProducts, based out of Saskatoon, 
is developing a protein concentrate extracted 
from canola meal with high phosphorous 
availability. This product is targeted for use 
in rations for shrimp, salmon and rainbow 
trout in the aquaculture industry. 


CANADA: PROTEIN MEAL 
TRADE BY PROVINCE 


2004 
-2005 


2005 
-2006e 


Be a aa oe thousand tonnes.......... 


CANOLA MEAL: EXPORTS 


Alberta 573 625 
Manitoba 301 350 
Saskatchewan 259 300 
Ontario 110 100 
British Columbia The) 75 
Quebec 21. 30 
Canada 1,343 1,480 


SOYMEAL: IMPORTS 
Ontario 

Manitoba 

Alberta 

British Columbia 
Saskatchewan 

Quebec 

Maritimes 

Canada 


Note: Flaxseed meal is not included due to confidentiality 
of data. 

e: estimate; f: forecast, AAFC, February 2006 
Source: Statistics Canada 


Canadian production of soymeal is also 
forecast to be unchanged as the Canadian 
crush industry continues to operate at full 
capacity. Crush margins are expected to 
remain above the 5 year average given 
ample soybean supplies for both the 
crushing and export sectors 


Trade 

For 2006-2007, world trade in protein meal is 
projected to rise marginally and by 
comparison will be about 57% of the world 
trade in wheat and 63% of the world trade in 
corn. The pace of growth will be strongly 
influenced by the growth of the Brazilian and 
Argentine processing sectors and by EU-25 
import demand. Almost all of the growth is 
expected to occur in higher soymeal trade 
with shipments of canola meal and the other 
protein meals remaining stable. It is 
anticipated that World Trade Organization 
negotiations will have a minimal impact on 
the world trade in protein meals in 2006- 
2007 and over the medium-term. 


Prices 

For 2006-2007, the price of soybean meal is 
forecast to range between US$160-180/st, 
(CAN$205-235/t) under pressure from 
burdensome US stocks, stable to higher 
meal output in China, South America and the 
EU-25 and by stable to slow growth in 
consumption 


For 2006-2007, canola meal prices, in- 
store Vancouver, are forecast to decline 
marginally, to about $150/t to $155/t under 
pressure from burdensome 
supplies, continued low US 
soymeal prices and a stable to 
slightly stronger Canadian dollar. 
Based on the projected price for 


2006 US soymeal, in-store Chicago, 
-2007f and the stable to stronger 
Canadian dollar, the price of 
Canadian soymeal, in-store 
aon Hamilton, is forecast to remain 


unchanged at about $270/t for 
360 | 2006-2007. 


100 | Increased ethanol and biofuel 
7S | output pressures prices 


__30] Over the medium-term, the 


expansion of the biodiesel 
industry will support increased 
production of protein meal as 
more oilseeds are processed for 
the oil. This is expected to create 
a surplus of protein meal, which is 
also expected to depress prices 
based on historic oilseed supply 
and livestock feed demand 
factors. This drop in protein meal 
prices is projected to provide a 
small, lagged, support for 
increased livestock and 
aquaculture production. The 
rising output of biodiesel is also 


4 


expected to support the production of high oil 
content oilseeds, such as canola/rapeseed, 
rather than the production of soybeans. 


By 2009-2010, Canadian production of 
protein meal may rise to slightly under 

5.0 Mt. Most of the increase is expected to 
occur in DDGs production which is forecast 
to rise to 0.9 Mt based on the processing of 
3.3 Mt of corn and wheat for ethanol. The 
production of canola meal is projected to rise 
slowly and may approach 2.5 Mt by 2009- 
2010 while the output of soymeal is expected 
to remain stable at about 1.5 Mt. 


Over the medium-term, the factors to watch 
in the protein meal market include: the 
growth of world livestock production, 
expansion of biofuel production, the rise or 
fall in disposable incomes and the expansion 
of oilseed or vegoil production in Brazil, 
Indonesia and the Former Soviet Union 
countries. 


For more information, contact: 


Chris Beckman, 
Oilseeds Analyst 
Telephone: (204) 984-4929 
Email: beckmac@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, the Statistics Canada’s estimate of stocks of Canadian grain at December 31, 2005 was close to expectations for grains and oilseeds 

(G&O) and has confirmed the burdensome supplies of durum wheat and canola in Canada. Despite a projected 14% increase in exports in 2005-06, 
AAFC forecasts that total G&O carry-out stocks will increase by 12% to a record 18.3 million tonnes (Mt). Prices are expected to decline for wheat 
and oilseeds, but be unchanged to slightly stronger for coarse grains. 
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For 2006-07, Canadian farmers are expected to increase the areas seeded to non-durum wheat, oats, barley and corn, while reducing areas of 
durum, canola, flaxseed and soybeans. Total G&O production is forecast by AAFC to decline by 3% due to lower yields, but total supply is 
projected to increase slightly due to the larger carry-in stocks. Exports are forecast to increase by 6% to 28.7 Mt, with carry-out stocks projected to 
fall by 12% to 16.1 Mt. Canadian wheat, canola and oat prices are forecast to decline, with barley and corn prices expected to strengthen. Prices 
will continue to be pressured by the strong Canadian dollar. The market outlook is very tentative due to the high degree of uncertainty regarding 
global supply and demand conditions. In addition, trade policy factors, such as the anti-dumping and countervail (AD/CV) duties currently in place 
on imports of unprocessed grain corn from the US, will also affect the outlook. The other major factors to watch are: import demand from China, 
EU export subsidies, ocean freight rates, and the Canada/US exchange rate. 


WHEAT (ex durum) 

For 2005-06, exports are forecast to rise by 8% 
from 2004-05 due to increased supplies of milling 
quality wheat. Feed use is expected to decline 
slightly but remain higher than normal. Carry out 
stocks are forecast to increase slightly. The 
Canadian Wheat Board (CWB) January Pool 
Return Outlook (PRO) has declined and is now 
below the 2004 05 final realized price. 

For 2006-07, production is forecast to rise slightly, 
with increased seeded area largely offset by lower 
yields. Industrial use is expected to rise sharply as 
new ethanol plants come on-line in western 
Canada. Exports are forecast to increase 
significantly, assuming a normal quality crop. 
Carry-out stocks are projected to decline. CWB 
pool returns are projected by AAFC to decline 
slightly, although the price outlook has been 
supported by the poor condition of the US hard red 
winter wheat crop. 


DURUM 

For 2005-06, total supply reached a record 8.4 Mt. 
Exports are expected to increase by 15%, but carry 
out stocks are projected to rise by over 40% to a 
record 3.6 Mt. The CWB is not expected to be 
able to accept all deliveries offered by farmers. 
The CWB PRO is well below the 2004 05 final 
realized price. 

For 2006-07, production is forecast to fall by over 
20% due to a lower seeded area and yields. 
However, total supply will decline only slightly 
because of the larger carry-in stocks. Exports are 
forecast to decline by 5%, assuming normal yields 
in the EU and North Africa. Carry-out stocks are 
forecast to rise slightly. CWB pool returns are 
forecast by AAFC to be similar to 2005-06. 


BARLEY 

For 2005-06, exports are forecast to increase by 
34%, driven mainly by higher exports of feed 
barley. Carry-out stocks are forecast to decrease 
by 11%, but will be high historically. 

For 2006-07, production is forecast to rise slightly, 
as lower yields are more than offset by larger area 
but total supply is projected to rise only marginally 
due to lower carry-in stocks. Exports are expected 
to fall, as higher exports of malting barley only 
partially offset lower exports of feed barley. 
Carry-out stocks are projected to drop significantly 


due to higher feed use. The average off-Board 
feed barley price is forecast to rise by $15/t. CWB 
pool returns are forecast by AAFC to be similar to 
2005-06 for Two-Row but decline for Six-Row 
designated barley. 


OATS 

For 2005-06, exports are forecast to increase due 
to less competition from the EU. Carry-out stocks 
are projected to decrease by 9%. 

For 2006-07, production is forecast to rise by 17%, 
due to higher area. Exports are forecast to be flat 
at 1.7 Mt. Although feed use is expected to 
increase significantly, carry-out stocks are 
expected to rise by 11%. Chicago prices are 
forecast to decrease by C$15/t from 2005-06 to 
$125/t. 


CORN 

For 2005-06, imports are forecast to fall 
significantly, due to higher domestic supplies and 
the AD/CV duties. Carry-out stocks are expected 
to decline by 17%. While supported by the 
AD/CV duties, corn prices in eastern Canada are 
expected to be pressured by larger domestic 
supplies. 

For 2006-07, the forecasts are very tentative, 
depending on the final AD/CV decision by the 
Canada Border Services Agency (CBSA), 
expected on March 15, 2006, and the final injury 
decision of the Canadian International Trade 
Tribunal by April 18, 2006. Corn production is 
forecast to fall by 5% as lower yields more than 
offset higher area. Imports are forecast to increase 
due to lower domestic supplies and higher demand 
for ethanol production. Carry-out stocks are 
forecast to drop by 33%. The average price at 
Chatham elevator is forecast to rise by 20% to 
$120/t. 


CANOLA 

For 2005-06, total supply is expected to reach a 
record 11.4 Mt. Exports are forecast to increase by 
32%, to 4.5 Mt, while domestic crush rises by 9%, 
to 3.3 Mt. Carry-out stocks are forecast to rise 
sharply to a record 3.0 Mt. Prices are expected to 
decline by about 15%. 

For 2006-07, production is forecast to decline by 
19% due to lower seeded area and yields. Total 
supply is expected to decline by about 4% as the 


record carry-in stocks offset much of the decline in 
output. Exports and domestic crush are forecast to 
remain stable at a record high level. Carry-out 
stocks are forecast to decline by 10% but will be 
the second highest on record. Canola prices are 
forecast to decline slightly. 


FLAXSEED (excluding solin) 

For 2005-06, exports are forecast to rise sharply 
due to the significant increase in supply and high 
crude oil prices. Carry-out stocks are expected to 
rise sharply. The average price is forecast to 
decline from the above normal level in 2004-05. 
For 2006-07, production is forecast decline by 
12% due to decreased seeded area and lower 
yields. Exports are forecast to remain stable at 
about 0.7 Mt while domestic usage remains stable. 
Carry-out stocks are projected to rise by 13%, 
while prices remain stable. 


SOYBEANS 

For 2005-06, total supply is expected to be a 
record 3.7 Mt. Exports are forecast at a record high 
1.15 Mt, while the domestic crush is expected to 
be a near record 1.75 Mt. Carry-out stocks are 
expected to decline with prices falling under 
pressure from lower US prices and the rising 
Canadian dollar. 

For 2006-07, production is forecast to fall due to 
lower seeded area and yields. Total supply is 
forecast to fall by only 4%, as higher imports 
largely offset the drop in output. Exports and 
domestic crush are forecast to remain stable at 
record high levels. Carry-out stocks are forecast to 
decline although prices are unchanged. 


FURTHER INFORMATION: 
Wheat.....Glenn Lennox.... (204) 983 8465 
BBN Bil esccscsssoserstneseseasss lennoxg@agr.gc.ca 
Coarse Grains......Joe Wang ...... 983 8461 
ME MADARA Ncccecuraccveseed ecaaoesss wangjz@agr.ge.ca 
Oilseeds........ Chris Beckman ....... 984 4929 
| ET] ee ee beckmac@agr.gc.ca 
Fred Oleson, Chief ...............0000 983 0807 
BTA ccecneeasaesvtsaseaansanes olesonf@agr.gc.ca 
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Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 
Grain and Seeded Harvested Yield Production Imports (b) Supply Exports (c) Use (e) Dockage _ Use (d) Stocks Price (f) 
Crop Year (a thousand ha Yha Set OUS IIIT C11 CIEO IAI] CS eee $/t 
Durum 
2004-2005 2 230 2141 2,32 4 962 1 6 752 3218 254 536 1013 2 521 201 
2005-2006F 2 341 2 297 2,58 5 915 1 8 436 3 700 255 681 1136 3 600 180 * 
2006-2007F 2 130 2 090 2,23 4 665 1 8 266 3 500 260 595 1 066 3 700 1keioy 
Wheat Except Durum 
2004-2005 8 169 Th 172 Pi 20 898 13 25 203 11 593 2 845 4521 8 138 5 471 190 
2005-2006F 7 784 7 530 PTL 20 860 15 26 347 12 500 2 885 4 485 8 247 5 600 186 * 
2006-2007F 8 693 8 460 2,60 22 000 15 27 615 14 500 3 150 4 160 8115 5 000 1keX0) = 
All Wheat 
2004-2005 10 399 9 862 2,62 25 860 14 31 955 14 812 3 099 5 056 9 151 7 992 
2005-2006F 10 125 9 826 Dp 26 775 16 34 783 16 200 3 140 5 166 9 383 9 200 
2006-2007F 10 823 10 550 2,53 26 665 16 35 881 18 000 3 410 4755 9 181 8 700 
Barley 
2004-2005 4678 4 050 3,26 13 186 83 OSSian 1 863 268 9 358 10 019 3 489 112 
2005-2006F 4440 3 889 S24 12 481 35 16 005 2 500 260 9 740 10 405 3100 100-120 
2006-2007F 4815 4210 3,06 12 900 30 16 030 2 300 300 10 785 11 530 2200 115-135 
Corn 
2004-2005 1 185 1072 8,24 8 837 2 422 12 401 242 2 395 7951 10 358 1 802 101 
2005-2006F 1124 1 096 8,63 9 461 1 400 12 662 200 2 450 8 497 10 962 1 500 90-110 
2006-2007F 1170 letoO 7,96 9 000 1 900 12 400 150 3 050 8 185 11 250 1000 110-130 
Oats 
2004-2005 1995 1315 2,80 3 683 26 4497 1675 118 1 560 1 834 988 131 
2005-2006F 1 853 1 326 2,59 3 432 15 4435 1 700 140 1525 1 835 900 130-150 
2006-2007F 2 136 1 550 2,58 4 000 11} 4915 1 700 140 1 900 Zeno 1000 115-135 
Rye 
2004-2005 284 165 2,53 418 1 487 122 48 155 220 145 69 
2005-2006F 223 148 2,42 359 1 505 150 48 170 235 120 65-85 
2006-2007F 207 150 2,33 350 1 471 150 48 176 241 80 75-95 
Mixed Grains 
2004-2005 220 111 2,87 318 0 318 0 0 318 318 0 
2005-2006F 209 109 2,78 303 0 303 0 0 303 303 0 
2006-2007F 215 iS 2,87 330 0 330 0 0 330 330 0 
Total Coarse Grains 
2004-2005 8 362 6 713 3,94 26 442 PD ISSEY 33 074 3 902 2 828 19 342 22 749 6 424 
2005-2006F 7 850 6 568 3,96 26 036 1451 33 911 4550 2 898 20 236 23 741 5 620 
2006-2007F 8 542 Nee SEAL 26 580 1 946 34 146 4 300 3 538 21 376 25 566 4 280 
Canola 
2004-2005 5 319 4 938 1,57 7 728 108 8 444 3 412 3 031 328 3 403 1629 309 
2005-2006F 5 491 51253 1,84 9 660 150 11 440 4 500 3 300 595 3 940 3000 245-285 
2006-2007F 5 053 4 890 1,60 7 800 150 10 950 4 500 3 300 405 3 750 2700 235-275 
Flaxseed 
2004-2005 728 528 0,98 517 39 648 468 n/a n/a 151 30 n/a 
2005-2006F 842 803 1°35 1 082 30 1 142 700 n/a n/a 242 200 260-300 
2006-2007F 805 782 2a 950 20 1170 700 n/a n/a 245 225 260-300 
Soybeans 
2004-2005 1 229 1178 2,59 3 048 393 3 581 1122 1610 457 2 190 270 248 
2005-2006F 1176 1 169 2,70 3 161 250 3 681 1 150 1 750 421 2 281 250 205-245 
2006-2007F 1 144 1125 2,53 2 850 450 3 550 1 150 1 750 400 2 250 150 205-245 
Total Oilseeds 
2004-2005 U6 PATEL) 6 643 1,70 11 293 540 12 674 5 002 n/a n/a 5 743 1 929 
2005-2006F 7 510 e225 1,92 13 904 430 16 263 6 350 n/a n/a 6 463 3 450 


2006-2007F 7 002 6 797 Apa 11 600 620 15 670 6 350 n/a n/a 6 245 3 075 
™ Cr ene ens 


Total Grains And Oilseeds 


2004-2005 26 038 23 219 2,74 63 596 3 085 77 703 23,719 nla n/a 37 643 16 345 
2005-2006F 25 484 23 620 2,82 66 715 1 897 84 956 27 100 n/a n/a 39 586 18 270 
2006-2007F 26 368 24 502 2,65 64 845 2 582 85 697 28 650 n/a n/a 40 992 16 055 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(€) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Total excludes flaxseed due to data confidentiality. 


(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western delivery points); Canola 
(No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board Pool Return Outlook — January 26, 2006 

** AAFC Forecast, February, 2006 

F: Forecast; Agriculture and Agri-Food Canada — February 14, 2006 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22(]007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total Canadian exports, domestic use and carry-out stocks of 
prices, over all types, grades and markets are forecast to increase for chic 


canary seed and sunflower seed. 


For 2006-07, total area seeded to pulse and special crops in Canada is forecast to decrease by 3%, 
sunflower seed and buckwheat are more than offset by decreases for lentils, dry beans, 
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pulse and special crops are forecast to increase due to higher supply. Average 
kpeas and buckwheat, but decrease for dry peas, lentils, dry beans, mustard seed, 


from 2005-06, as increases for dry peas, chickpeas, 
mustard seed and canary seed. It is assumed that precipitation will 


be normal for the growing and harvest periods, and that the abandonment rate and quality will be normal. Trend yields are assumed for both western and 
eastern Canada, as soil moisture reserves are generally good. Total production in Canada is forecast to decrease by 10%, from 2005-06, to 4.8 million tonnes 


(Mt). Total supply is expected to decrease by 5% to 6.38 Mt, as higher carry- 


in stocks offset most of the decrease in production. Exports are forecast to 


decrease due to lower supply, while domestic use is forecast to be relatively stable. Carry-out stocks are expected to decrease. Average prices, over all types, 
grades and markets, are forecast to increase for dry peas, mustard seed and canary seed, decrease for chickpeas, and be the same for dry beans, lentils, 
sunflower seed and buckwheat. The main factors to watch are weather conditions, especially precipitation, during the growing and harvest periods in 
Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 


conditions in major producing regions, especially India, Mexico, United States, 


DRY PEAS 

For 2005-06, due to higher production and supply, 
lower prices and stronger demand, exports are 
forecast to increase sharply from 2004-05. The 
average price, over all types, grades and markets, is 
forecast to decrease because of higher supply. Carry- 
out stocks are expected to decrease, with a stocks-to- 
use ratio (s/u) of 12%. 

For 2006-07, the area seeded is forecast to increase 
by 3% from 2005-06. Production and supply are 
forecast to decrease, as lower trend yields more than 
offset the increase in seeded area. World supply is 
expected to decrease marginally to 12.4 Mt as slightly 
higher production is more than offset by lower carry- 
in stocks. Canadian exports are forecast to decrease 
because of the lower supply, while domestic use 
increases marginally. Carry-out stocks are forecast to 
decrease, with a s/u of 10%. The average price is 
expected to be slightly higher than in 2005-06 due to 
the lower supply. 


LENTILS 

For 2005-06, due to higher production and supply, 
lower prices and higher demand, exports are forecast 
to increase sharply. The average price, over all types 
and grades, is expected to decrease because of higher 
supply. Carry-out stocks are forecast to increase, 
with a s/u of 63%. 

For 2006-07, the area seeded is forecast to decrease 
by 10%. Production is forecast to decrease sharply 
due to lower seeded area and lower trend yields, but 
supply is expected to decrease only marginally 
because of higher carry-in stocks. Production is 
expected to decrease for green lentils, but increase for 
red lentils. World supply is forecast to decrease 
marginally to 4.54 Mt. Canadian exports are 
expected to increase due to higher Canadian supply of 
red lentils and carry-out stocks are forecast to 
decrease slightly, with a s/u of 61%. The average 
price is forecast to be the same as in 2005-06 because 
of the relatively stable supply. 


DRY BEANS 

For 2005-06, production and supply increased 
significantly in Canada and the US. Canadian 
exports are forecast to increase because of higher 
supply. Carry-out stocks are forecast to increase, 
with a s/u of 7%. The average price, over all classes 
and grades, is forecast to decrease due to higher US 


and Canadian supply. 


For 2006-07, the area seeded is forecast to decrease 
by 5%. Production and supply are expected to 
increase, as a lower area, is more than offset by lower 
abandonment and higher trend yields. In the US, 
production is expected to decrease by 13% to 

1.03 Mt, while supply decreases by only 5% to 

1.26 Mt due to higher carry-in stocks. Canadian 
exports are forecast to increase due to the higher 
supply. Carry-out stocks are expected to increase, 
with a s/u of 9%. The average price is forecast to be 
the same as in 2005-06, as pressure from the higher 
Canadian supply is offset by support from lower US 


supply. 


CHICKPEAS 

For 2005-06, due to higher production and supply, 
exports are forecast to increase. The average price is 
forecast to increase, due to higher quality, stronger 
demand and a shift to the production of the higher 
priced kabuli type. Carry-out stocks are expected to 
increase, with a s/u of 10%. 

For 2006-07, the area seeded is forecast to increase 
by 40%. Production and supply are expected to 
increase, as higher area more than offsets lower trend 
yields. World supply is expected to decrease 
marginally to 9.1 Mt. Although Canadian exports are 
forecast to increase due to strong demand, carry-out 
stocks are expected to rise, with a s/u of 17%. The 
average price is forecast to decrease due to higher 
world supply of the kabuli type, which accounts for 
about 90% of Canadian production. 


MUSTARD SEED 

For 2005-06, due to stronger demand, exports are 
forecast to increase. Carry-out stocks are expected to 
decrease slightly, with a s/u of 88%. The average 
price, over all types and grades, is forecast to 
decrease because of the higher supply of high quality 
seed. 

For 2006-07, the area seeded is expected to decrease 
by 20%. Production and supply are forecast to 
decrease because of lower seeded area and lower 
trend yields. Exports are expected to rise due to 
higher demand and carry-out stocks are forecast to 
decrease, with a s/u of 53%. The average price is 
expected to increase due to the lower supply. 


CANARY SEED 
For 2005-06, due to stronger demand and lower 
prices, exports are forecast to increase. Carry-out 


European Union, Turkey and Australia. 


stocks are expected to rise, with a s/u ratio of 88%. 
The average price is forecast to decrease due to 
higher supply. 

For 2006-07, the area seeded is expected to decrease 
by 20%. Production and supply are forecast to 
decrease due to lower area and lower trend yields. 
World supply is forecast to decrease by 15% to 
370,000 t. Canadian exports are expected to 
increase, due to higher demand and carry-out stocks 
are forecast to decrease, with a s/u of 50%. The 
average price is forecast to increase because of the 
lower supply. 


SUNFLOWER SEED 

For 2005-06, due to higher production and supply, 
exports and domestic use are expected to increase. 
Carry-out stocks are forecast to increase, with a s/u of 
13%. The average price, over both types and all 
grades, is forecast to decrease due to higher supply. 
For 2006-07, the area seeded is expected to increase 
by 11%. Production and supply are forecast to 
increase due to higher area, lower abandonment and 
higher trend yields. US supply is expected to 
decrease by 9% to 1.75 Mt. Canadian exports and 
domestic use are forecast to increase because of the 
higher supply. Carry-out stocks are expected to 
increase, with a s/u of 13%. The average price is 
forecast to be the same as in 2005-06, as pressure 
from higher Canadian supply is offset by support 
from lower US supply. 


BUCKWHEAT 

For 2005-06, the average price is forecast to increase 
slightly. 

For 2006-06, Canadian production and supply are 
forecast to remain stable, as a higher seeded area is 
offset by lower trend yields. The average price is 
expected to be the same as in 2005-06. 


FURTHER INFORMATION: 

Stan SKrypetz ...........cccsseeseeee (204) 983-8972 
Final siasccccccssvosseovass skry petzs@agr.ge.ca 
Fred Oleson, Chief ................. (204) 983-0807 
OSB AUN ccocareccascestascesencsascce olesonf@agr.ge.ca 


www.agr.gc.ca/mad-dam/ 
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Total 
Area Area Total Domestic Carry-out Average 
Grain and Seeded Harvested Yield Production Imports (6) Supply Exports (b) Use (d) Stocks Price (e) 
Crop Year (a thousand ha tha ----------------___- thousand metric tonnes--------------------------------- Sit 
Dry Peas 
2002-2003 1,297 1,050 1.30 15365 41 1,681 626 745 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 ihre 
2004-2005 1,388 1,345 2.48 3,338 56 3,599 1,853 1151 595 135 
2005-2006f 1,366 1,319 2:95 3,100 90 3,785 2,200 1,185 400 105-135 
2006-2007f 1,405 soy. 2th 2,950 100 3,450 1,950 1,200 300 110-140 
Lentils 
2002-2003 601 387 0.91 354 9 494 319 120 55 390 
2003-2004 554 536 0.97 520 5 580 367 175 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006f 884 862 1.48 1,278 10 1,953 625 318 590 235-265 
2006-2007f 795 155 WS 930 10 1,530 650 300 580 235-265 
Dry Beans 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 Pda 356 31 482 344 83 55 495 
2004-2005 163 126 Laz 220 28 303 277 21 5 650 
2005-2006f 200 VT. 1.84 326 40 ofA 300 46 25 485-515 
2006-2007f 189 185 1.95 360 30 415 320 60 35 485-515 
Chickpeas 
2002-2003 221 154 1.01 156 9 345 105 160 80 300 
2003-2004 63 63 1.08 68 2 150 74 51 25 330 
2004-2005 47 39 1.31 Oo 4 80 47 28 5 385 
2005-2006f 79 73 1.42 104 5 114 70 34 10 455-485 
2006-2007f 110 101 1.19 120 5 135 80 35 20 400-430 
Mustard Seed 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 1:24 75 92 390 
2004-2005 317 304 1.01 306 1 399 119 86 194 295 
2005-2006f 212 206 0.98 201 1 396 130 81 185 255-285 
2006-2007f 169 163 0.89 145 1 Soil 140 76 115 275-305 
Canary Seed 
2002-2003 287 228 0.78 176 0 206 160 26 20 ey As) 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 30 170 230 
2005-2006f 190 186 Meee 227 0 397 rds SY 185 175-205 
2006-2007f 152 145 1.00 145 0 330 180 40 110 195-225 
Sunflower Seed 
2002-2003 100 95 1.65 ihe Ys 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006f 93 15 1.19 89 Zo 132 45 72 15 340-370 
2006-2007f 103 96 1.46 140 20 175 80 25 20 340-370 
Buckwheat 
2002-2003 12 tz 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 PS II 10 1 14 5 7 2 355 
2004-2005 9 7 0.71 5 1 8 4 4 0 355 
2005-2006f 7 6 133 8 1 9 4 5 0 345-375 
2006-2007f 8 7 1.14 8 1 9 4 5 0 345-375 
Total Pulse And Special Crops (c) 
2002-2003 3,036 2,399 1.16 2,788 130 3,627 ee 1,236 658 
2003-2004 2,805 Pisa Unehe 3,680 81 4,419 2,488 1,422 509 
2004-2005 3,145 2,948 1.78 a eae Pd 135 5,881 2,946 1,703 1p232 
2005-2006f 3,031 2,904 1.84 bo ps Foe Ale: 6,737 3,549 1,778 1,410 
2006-2007f 2,931 2,809 ea | 4,798 167 6,375 3,404 1,791 1,180 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f. forecast, Agriculture and Agri-Food Canada, February 14, 2006 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES February 20, 2006 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Corinne Bruneau: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: bruneauc@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including dut and exchange where applicable 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Corinne Bruneau: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: bruneauc@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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UNITED STATES: PULSE CROPS SITUATION AND OUTLOOK 


During the past ten years, seeded area for dry peas and lentils in the United States (US) was relatively stable until 2002 
when these crops, as well as chickpeas, were first included under the loan program. Since 2002, the seeded area 
increased sharply for both crops. In contrast, US seeded area for dry beans, which are not included in the loan 
program, has been trending downwards. Although there is bilateral trade in pulse crops, the US and Canada are 
competitors in world markets, especially for dry beans, dry peas and lentils. This issue of the Bi-weekly Bulletin 
examines the situation and outlook for the production and trade of pulse crops in the US. 


Gov't Publications 


PRODUCTION 


The US is a large producer of dry beans, dry 
peas and lentils, a small producer of 
chickpeas and a minor producer of 
fababeans. In 2005, the US accounted for 
about 6% each of world dry bean, dry pea 
and lentil production. During the past ten 
years, total pulse crops seeded area has 
been cyclical, but with no significant upward 
or downward trend. However, in the latest 
cycle, seeded area rose in 2004 and rose 
further to a ten year high in 2005. 


Dry Beans 
Dry beans are the largest pulse crop 
produced in the US, although the seeded 
area and production have been trending 
downwards during the past ten years. 

Pinto, white pea (navy) and black are the 
largest classes of dry beans produced in the 
US. Other classes produced include Great 
Northern, light and dark red kidney, small 
red, pink, cranberry, small white, blackeye, 
large lima and baby lima. Seeded area and 
production have been trending downwards 
over the past ten years for white pea, Great 
Northern and 
cranberry beans 
because of 
competition in the 
export markets, but 
remained relatively 
stable for pinto, light 
and dark red kidney, 
small red and pink 
beans. North Dakota 
is the largest 


The other major producing states are 
Michigan, Nebraska, Minnesota, Colorado 
and Idaho. 


Dry Peas 

US dry pea seeded area and production 
have increased sharply since dry peas were 
first included under the loan program in 
2002. The seeded area nearly quadrupled 
since 2001, with most of the growth 
occurring in North Dakota and Montana, 
with North Dakota accounting for 67% of the 
US seeded area in 2005. Other important 
dry pea producing states are Washington 
and Idaho. The US produces mainly green 
peas, but yellow, Austrian winter and 
wrinkled seed peas are also produced. The 
growth in production has been mainly for 
green and yellow peas. 


Lentils 

US lentil seeded area and production have 
also increased sharply since lentils were 
first included under the loan program in 
2002, but the increases haven't been as 
large as for dry peas. The seeded area has 
more than doubled since 2001, with the 
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producing state, 
accounting for 37% of 
the US dry bean 
seeded area in 2005. 
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growth occurring in Montana and North 
Dakota, with each state accounting for 
about a third of the US seeded area in 2005. 
Other important producing states are 
Washington and Idaho. The US produces 
mostly medium green and brown lentils, but 
some large and small green, and red lentils 
are also produced. The growth in 
production has been mainly for the medium 
green type. 


Chickpeas (Garbanzo beans) 

US chickpea seeded area and production 
has been cyclical during the past ten years, 
peaking in 2001, followed by a sharp decline 
before recovering in 2005. The US 
produces mainly large kabuli chickpeas. 
Although production of small chickpeas, 
(small kabuli and desi), is low, there has 
been growth since they were first included 
under the loan program in 2002. In 2005, 
Idaho and Washington accounted for about 
a third and a quarter, respectively, of the US 
seeded area. Other significant producing 
states are California, Montana, North 
Dakota and South Dakota. 


TRADE 


Dry beans and 
chickpeas produced in 
the US are mostly 
used domestically and 
only about one-third 
are exported. In 
contrast, more than 
half of the lentils and 
about half of the dry 
peas produced in the 
US are exported. 


2005 2006f 


Canada 


The US is a net exporter of dry peas, dry 
beans and lentils, but the long term balance 
of trade for chickpeas and fababeans has 
been about equal. In terms of world trade, 
the US accounts for about 10% of world dry 
bean, dry pea and lentil exports. US share 
of world chickpea and fababean exports is 
very small. The US is a fairly small importer 
except for dry beans, for which it accounts 
for about 5% of world imports. With the 
growth in production, the US has become a 
much more significant competitor for 
Canada and other exporting countries in the 
world dry pea and lentil markets. 
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A significant portion of US pulse crops are 
exported through food aid programs. 
Averaged over the past five years, food aid 
exports accounted for 71%, 46% and 19% 
of total lentil, dry pea and dry bean exports, 
respectively. 


Dry Peas 

US dry pea exports, generally destined for 
the food market, have been trending 
upwards with the increase in production. 
Imports, most of which come from Canada, 
have been relatively stable. Exports to 
Canada have been rising as some 
producers near the Canadian border deliver 
to Canadian dealers. For the first time, in 
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Area and production data for fababeans are not available as it is a minor crop. 
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1,429 1,738 1,772 1,858 1,528 1,223 
Note: Dry peas, lentils and small chickpeas were included under the loan program starting with the 
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2005 the US became a net exporter of dry 
peas to Canada. US dry peas are exported 
mostly to Africa, Asia and the Americas. 
Canada is the largest export destination. In 
2004, Cuba became the second largest 
destination. In 2005, India became a major 
export destination, ranking third. Other 
major markets are Philippines, Sudan and 
Kenya. 


Dry Beans 

US dry bean exports have been trending 
downwards, while imports have been 
trending upwards. US dry beans are 
exported throughout the world, with United 
Kingdom, Mexico and Canada the most 
significant destinations. Imports are 
mostly from Canada. Exports to 
Canada have been variable, while 
imports from Canada have been 
trending upwards. There is significant 
cross border trade by producers 
because many US and Canadian 
growing areas are located near the 
border. 


Lentils 

US lentil exports have been trending 
upwards with the increase in 
production. Imports, mostly from 
Canada, have been low and variable. 
US lentil exports are mostly to Europe, 
Africa and the Americas, with Spain 
being the largest importer. US lentil 
trade with Canada has been relatively 
small. 


Chickpeas 

US chickpea exports have been 
variable and in line with production 
volumes. Canada and Spain were the 
largest destinations. Imports have 
been relatively stable, with Mexico and 
Canada as the main suppliers. 


Fababeans 
US fababean trade is small and mostly 
with Canada. 


OUTLOOK 2006-2010 


For 2006, US production of dry peas, 
lentils and chickpeas is expected to 
increase from 2005 due to higher 
seeded area, resulting from higher 
expected net returns relative to many 
alternative crops. For dry peas, lentils 
and small chickpeas, the higher net 
returns are due largely to the high loan 
deficiency payments or market loan 
gains received for these crops. For 
large chickpeas, the higher net returns 
are due to historically high prices. 
Production of dry beans is forecast to 


decrease because of a return to normal 
abandonment, which is higher than in 2005, 
and lower trend yields. However, supply is 
expected to be similar to 2005-2006 due to 
higher carry-in stocks. The US share of 
world production is forecast to increase to 
about 8% for dry peas and 7% for lentils, but 
remain at about 6% for dry beans. Higher 
production is expected to result in increased 
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Food Aid Exports 50 78 61 44 
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Note: The food aid may not be shipped in the fiscal year reported. 
Therefore, the average data is a better indication of the importance of 
food aid to total exports than data for individual years. 

Source: Food Aid Exports: USDA Food Aid Reports; 

Total Exports: USDA US Trade Internet System, February 2006. 
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exports of dry peas, lentils and chickpeas in 
2006, while dry bean exports are expected 
to remain stable. 


For 2007, the seeded area for dry peas, 
lentils and small chickpeas is expected to 
increase further although the rate of growth 
will depend on expected net returns 
compared to alternative crops. 


For later years, 
the seeded area 
will depend on 
the support 
programs 
available at that 
time, as well as 
expected net 
returns relative 
to alternative 
crops. 
However, dry 
peas, lentils 
and, to a lesser 
extent, small 
chickpeas are 
becoming 
established 
crops as 
producers 
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become experienced in growing them. They 
are also produced over a larger geographic 
area than before 2002, when these crops 
were first included under the loan program. 
Therefore, even if the area should drop, it 
would still be significantly higher than it was 
prior to 2002. The seeded area for dry 
beans and large chickpeas is expected to 
continue to be variable and depend on 
expected net returns relative to other crops, 
unless they are included in a future support 
program. 


US per capita dry bean consumption has 
been trending downwards during the past 
ten years, ranging from a high of 

7.8 pounds (Ib), {3.55 kilograms (kg)} in 
1999 to a low of 5.7 Ib (2.59 kg) in 2004, but 
recovered to 6.0 Ib (2.72 kg) in 2005. 
However, there are industry wide programs 
underway to promote dry beans, as well as 
other pulse crops, as healthy foods. These 
programs are expected to reverse the 
decline in per capita consumption and, 
when combined with population growth, 
food use of dry beans and other pulse crops 
is expected to increase. There are also 
efforts underway to promote dry peas as an 
ingredient in livestock rations. At the 
present time, the use of dry peas for 
livestock feed is at an early stage of 
development. Therefore, there is a 
large growth potential. US exports of 
pulse crops will depend on the level of 
production and domestic use, but the 
US is expected to continue to be a 
significant player in world dry bean, dry 
pea and lentil trade. Imports will also 
depend on domestic production, but the 
volumes are not expected to change 
significantly. 


US FARM SECURITY AND RURAL 
INVESTMENT ACT OF 2002 
(FSRIA) 


Under the FSRIA, dry peas, lentils and 
small chickpeas were, for the first time, 
included under the loan program. The 
loan rate provides a floor return 
because if the posted price is lower 
than the loan rate, the producer is 
eligible for a loan deficiency 

payment (LDP), or alternatively the 
producer can obtain a loan at the loan 
rate for up to nine months. If the price 
is lower than the loan rate, the producer 
can repay the loan at the lower price 
and keep the difference. The 
difference is called the marketing loan 
gain (MLG). However, most producers 
have chosen to take the LDP rather 
than taking the loan. 


The FSRIA is scheduled to end with the 
2007 crop year. However, the industry is 
lobbying for program continuation in the 
2007 farm program legislation, which would 
start with the 2008 crop. 


For the 2002 crop, the loan rate and the 
posted prices used to calculate the LDPs 


UNITED STATES: 
LOAN RATES FOR PULSE CROPS 
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National Average 
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and MLGs were based on No.1 grade, with 
discounts for lower grades. In 2003, the 
base grades used for the posted prices 
were lowered to feed grade for dry peas and 
No.3 grade for lentils and small chickpeas. 
This change made it easier for dry peas, 
lentils and small chickpeas to qualify for 
LDPs and MLGs since the loan rates were 
not reduced and prices for 
the lower grades are lower 
than for No.1 grade. It 
also increased the level of 
LDPs and MLGs for these 
crops. Also in 2003, two 
regions for dry pea loan 
rates and posted prices 
were established to better 
reflect the prices received 
by producers; West 
Region (Arizona, 
California, Idaho, Nevada, 
New Mexico, Oregon, 
Utah and Washington) 
and the East Region (all 
other states, including 
Montana and North 
Dakota). For 2006, lentil 
loan rates and 
posted prices were 
set by West and 
East region for the 
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Average Market Price (US$/cwt) 14.30 17.20 14.40 rates fell slightly 
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chickpeas, but 
the price of lentils 
rose sharply and 
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they were not eligible for payments. For the 
2004 crop, dry peas and small chickpeas 
were eligible for payments throughout the 
year, while lentils became eligible late in the 
crop year. For the 2005 crop to date, dry 
peas, lentils and chickpeas were all eligible 
for payments. LDPs and MLGs account for 
a significant portion of the total price 
received by producers for the sale of the 
eligible crops, especially for dry peas. For 
example for the 2004 crop, LDPs and MLGs 
accounted for more than a quarter of the 
total price received by producers for dry 
peas. 


Dry peas, lentils and small chickpeas are 
not eligible for direct payments or counter- 
cyclical support under FSRIA. However, 
these are based on historical seeded area 
and yields and are theoretically decoupled 
from production during the year of the 
payout. 


For more information, please contact: 


Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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CANADA: FARM FUEL AND FERTILIZER EXPENSES 


World petroleum prices spiked in 2005 in response to geo-political risk and higher demand, resulting in 
much higher prices for farm fuel and fertilizer which will continue to affect farm production costs in 2006. 
This issue of the Bi-weekly Bulletin examines the situation and outlook for the farm fuel and fertilizer 
expenses in Canada. 


¢ 


For 2005-2006, the Canadian Katrina, then Hurricane Rita, that accounted for 14% of total Canadian 
agricultural sector is looking at damaged many United States (US) farm expenses, representing 
significant increases in machinery fuel Gulf Coast oil refineries. Fertilizer $4.2 billion- second only to feed 

and fertilizer costs. Fuel prices in prices have also increased sharply asa ___ expenses. In using the 2004 as the 
Canada have reached record highs result of higher energy prices as well base year, for every one cent per liter 
due to international political uncertainty as tight supply/demand fundamentals. increase in the fuel prices, Canadian 
and slow growth of crude oil supplies farmers’ machinery fuel bill was 
relative to the strong growth in Figure 1 shows the components of the estimated to increase by about 
international demand. This has been 2004 Canadian farm operating $27 million annually. For fertilizers, 
further exacerbated by Hurricane expenses. Fuel and fertilizer costs every one cent per kilogram increase in 


their prices would add about 
$67 million to the farmers’ fertilizer bill. 
Obviously, the impact of rising fuel and 


CANADA: FARM OPERATING EXPENSES (2004) fertilizer prices is significant for 


Canadian farmers. 


Figure 1 


Taxes $0.6 
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Other Livestock $1.8 diesel and gasoline. The prices of fuel 
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Machinery Repair $2.2 of supply and demand worldwide. As a 
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c markets. 
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Other Crop Inputs $3.8 3 While world oil demand is rising, driven 
eo by continued economic growth in the 
Ss US, China and many other areas of the 
raaritabour $3.8 Ic world, crude oil supplies and oil 
refineries struggle to keep the pace 
with the demand. Under these 
conditions, any disruption, such as 
Pheland Forileer $4.2 Organization of the Petroleum 


Exporting Countries (OPEC) production 
decisions, hurricanes, Iraq post-war 
insurgency and other international 

$4.9 political and economic uncertainty, 
could result in a spike in fuel prices. 


Feed 


Source: Statistics Canada 


Canada 


Figure 2 shows that the energy prices 
in the US and Alberta have increased 
strongly since 2005. The West Texas 
Intermediate (WTI) crude oil prices 
averaged US$56.49 per barrel (/b) in 
2005, which was a 36% increase from 
the year before. Even before 
hurricanes Katrina and Rita hit the Gulf 
States, WTI crude oil prices increased 
by 26% from US$46.84/b in January to 
US$59/b in July. The Hurricanes 
disrupted production in the Gulf of 
Mexico and sent oil prices further 
higher in August and September. 


The Canadian agricultural sector, 
which relies heavily on fuel to meet a 
variety of energy needs, was also 
subject to a substantial increase in 
prices following the US energy 
markets. Agriculture and Agri-Food 
Canada (AAFC) projected the prices 
for farm machinery fuel to rise by 27% 
at the Canada level in 2005. These 
27% higher fuel prices would translate 
into about a $430 million increase in 
Canadian farmers’ machinery fuel bill 
for 2005. 


Tight oil supplies, continued economic 
growth, limited excess oil production 
capacity and concerns about potential 
supply disruption are likely to result in 
higher and more volatile prices in 2006. 
The US Energy Information 
Administration (EIA) anticipated the 
price for WTI crude oil to average more 
than US$63/b in 2006. Diesel prices 
were projected to show a 5.4% 
increase, while gasoline prices will 
likely continue to rise by about 6.2% in 
2006. Similarly, after taking into 
account a strengthening Canadian 
dollar, AAFC expected farm machinery 
diesel and gasoline prices to trend 
upward by about 3.8% in 2006. 


Farm Fuel Usage 


However, with the rise in prices 
Canadian farmers don’t buy as much 
fuel as when prices are lower. Figure 3 
indicates a tight negative relationship 
between fuel price and fuel usage. The 
estimated correlation between them is - 
0.7, which is quite high. For example, 
fuel usage decreased by 8% when fuel 
prices increased by 31% in 2000, and 
fuel usage increased by 7% when fuel 
prices decreased by 17% in 2002. 


ALBERTA AND UNITED STATES: ENERGY PRICES 
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Elasticity is a measurement used by 
economists to gauge the 
responsiveness of demand to changes 
in price. Using 25 years historical data 
from Statistics Canada, the fuel price 
elasticity was estimated to be -0.35 at 
Canada level. This means that if fuel 
prices increased by 10%, farm 
machinery fuel usage should decrease 
by 3.3% at the Canada level. This 
might be supported by Canadian 
farming practices. For example, tillage 
probably uses more fuel per acre than 
almost any other field operation. 
Farmers could reduce tillage or the 
number of trips across the field by 
combining operations to save fuel, 
particularly when fuel prices are high. 


In terms of the estimated fuel price 
elasticity and other factors such as 
seeded area change, AAFC projected 


CANADA: FARM MACHINERY 


that Canadian farm machinery fuel 
usage should decrease by about 4.7% 
in 2005 and will be flat in 2006. When 
the price increase and quantity 
decrease were considered together, 
Canadian farm machinery fuel 
expenses were projected to reach 

$2 billion, increasing by 21% in 2005 
and continue to increase by 4.1% in 
2006. 


FARM FERTILIZER EXPENSES 


Canada is a major fertilizer producing 
country, particularly for nitrogen and 
potash. Canada exports about 95% of 
its potash production and about one- 
half of its nitrogen products, mainly to 
the US. Canadian fertilizer production 
is primarily located in Alberta and 
Saskatchewan. 


Figure 3 


FUEL PRICE AND USAGE CHANGES* 


50% 
40% - 
30% 
20% 
10% 

0% 
-10% 
-20% 
-30% 

& Se? ie & & & Se & se s& Se 


Price and Usage change 


OM o © © ol 
> ol 
OO? 7 


DH OD 
OS 5” SO 


* from previous year 


= Fuel Price Change =—=—_Fuel Usage Change 


Source: Statistics Canada 


Major Fertilizer Sources potash. Urea is a popular dry granular 
form of nitrogen fertilizer. The major 

There are three types of major phosphate fertilizers that are currently 

fertilizers: nitrogen, phosphate and used in Canada are diammonium 


ALBERTA ANHYDROUS AMMONIA AND 
UNITED STATES NATURAL GAS PRICES 
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phosphate (DAP) and monoammonium 
phosphate (MAP) which are produced 
from rock phosphate. The other major 
nutrient used in crop production is 
potash fertilizer. Most potash deposits 
in North America are found in Canada, 
especially, Saskatchewan. 


Nitrogen fertilizer is the major nutrient 
used in crop production by Canadian 
farmers. About 65% of the fertilizer 
used by the Western farmers and 54% 
of the fertilizer used by Eastern farmers 
is nitrogen fertilizer. Phosphate 
fertilizer accounts for 26% of total 
fertilizer usage in Western Canada, 
while potash fertilizer accounts for 24% 
of total usage in Eastern Canada which 
is mainly for soybean production. The 
remaining fertilizers account for a 
relatively smaller percentage of the 
total. 


Fertilizer Prices and 
Natural Gas Prices 


Anhydrous ammonia is the source of 
nearly all the nitrogen fertilizer 
produced in the world. The production 
of anhydrous ammonia involves: Air 
(N2) + Natural Gas (CH4) = Anhydrous 
ammonia (NH3). Since air is free, the 
major cost of manufacturing anhydrous 
ammonia is associated with the cost of 
natural gas. The cost of natural gas is 
usually believed to account for 70-90% 
of the production cost of ammonia. 
Most other forms of nitrogen are 
produced using anhydrous ammonia. 
Therefore, nitrogen fertilizer prices are 
very much susceptible to changes of 
natural gas prices. 


Figure 4 shows that fertilizer prices did 
generally follow the pattern of natural 
gas price changes. 


The correlation between the price of 
natural gas and the price of fertilizer 
was estimated to be 0.72 based on 

15 years of monthly data. It indicated 
that they were very closely tied 
together. Therefore, as natural gas 
prices went up, nitrogen fertilizer prices 
would increase in a similar fashion. 
This tight relationship, however, has 
not always held. In the mid-1990s 
strong fertilizer demand in combination 
with near-full industry capacity 
utilization kept fertilizer prices high 
despite low natural gas prices. 


As Figures 5 and 6 highlight more 
closely, fertilizer prices, following 
natural gas prices, trended up in 
Alberta over 2004-2005. The 
anhydrous ammonia price increased by 
5.1% in 2005 mainly driven by higher 
natural gas prices that increased by 
6.5%. The upward nitrogen price trend 
in 2005 was further exacerbated by the 
extensive damage to the US natural 
gas infrastructure caused by 
Hurricanes Katrina and Rita. The 
hurricanes sent the anhydrous 
ammonia price in Alberta to $751 per 
tonne in September and October, rising 
by about 8.3% compared to the 
average price in January-August 2005. 
Since urea is commonly produced 
using anhydrous ammonia, the urea 
price followed the similar pattern. 


Besides the natural gas price, the 
prices of gasoline and diesel also affect 
the price of fertilizer as fuel represents 
part of the cost of marketing fertilizer. 
Higher fuel prices increase the 
transportation component of fertilizer 
prices at the retail level. However, the 
price of fertilizer is much more 
dependent on the price of natural gas 
than the price of fuel. 


As a world market commodity, fertilizer 
prices are also determined by the 
supply and demand factors in major 
markets around the world. Actually, 
increased global demand for fertilizer 
has played a large part in recent years 
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in placing upward pressure on fertilizer 
prices. Supply factors have also 
played a part in driving up fertilizer 
prices due to limited new global 
production capacity. Figure 7 shows 
major fertilizer price levels as well as 
percentage changes compared to 
previous year for Ontario, Manitoba 
and Alberta in 2005. Overall, AAFC 
projected that fertilizer prices should 
increase by about 8% in 2005 and will 
probably continue to increase by about 
2.8% in 2006. However, given high 
volatility of natural gas prices, it should 
be noted that fertilizer price increases 
could be stronger in 2006 if the natural 
gas prices exceed present projections. 


Fertilizer Usage 


Using 25 years historical data, the 
fertilizer price elasticity was estimated 
to be -0.34 at Canada. This means 
that historically a 10% increase in 
fertilizer prices resulted in a 3.2% 
decrease in use. In terms of estimated 
fertilizer price elasticity and other 
factors, fertilizer usage was projected 
to be down by 1.3% in 2005 and flat in 
2006. 


Farm fertilizer expenses include all 
costs associated with the purchase of 
fertilizer including spreading. In 
Canada, fertilizer expenses were 
projected to reach $2.7 billion, 
increasing by 7% in 2005, and will 
continue to increase modestly in 2006 
due to higher fertilizer prices. 


Figure 7 
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Urea 46% 
82-0-0 


Anhydrous Ammonia 


Mono-Ammonium Muriate of Potash 60% 


Phosphate 11-52-0 


0 Ontario & Manitoba & Alberta 


Source: Ridgetown's survey; Thomsen's survey; Alberta Agriculture, Food & Rural Development. 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, Canadian exports of grains and oilseeds (G&O) are forecast by AAFC to increase by 18% from 2004-05, to 27.9 million tonnes (Mt). 
However, G&O carry-out stocks are forecast to increase by 10% to a record 18.0 Mt, largely due to burdensome stocks of durum and canola. 
Prices are expected to decline from 2004-05 for wheat and oilseeds, increase for oats, and be similar for barley and corn. 
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For 2006-07, Canadian farmers are expected to increase the areas seeded to non-durum wheat, oats, barley and corn, while reducing areas of 
durum, canola, flaxseed and soybeans. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are generally good. 
Total G&O production is forecast by AAFC to decline by 3% due to lower trend yields, but total supply is projected to increase slightly due to the 
larger carry-in stocks. Exports are forecast to increase by 2% to 28.5 Mt, with carry-out stocks projected to fall by 11% to 16.1 Mt. The price 
changes for wheat and durum, compared to 2005-06, are mixed, depending on the grade and protein content. Prices for oilseeds and oats are 
forecast to decline, while prices for barley and corn are expected to strengthen. Prices will continue to be pressured by the strong Canadian dollar. 
The market outlook is very tentative due to the high degree of uncertainty regarding global supply and demand conditions. In addition, trade policy 
factors, such as the anti-dumping and countervail (AD/CV) duties currently in place on imports of unprocessed grain corn from the US, also affect 
the outlook. The other major factors to watch are: US winter wheat conditions, winterkill in Russia and Ukraine, import demand from China, EU 
export subsidies and the Canada/US exchange rate. 


WHEAT (ex durum) 

For 2005-06, exports are forecast to rise by 14% 
from 2004-05 due to increased supplies of milling 
quality wheat. Feed use is expected to decline 
slightly but remain higher than normal. Carry-out 
stocks are forecast to decline marginally. The 
Canadian Wheat Board (CWB) March Pool Return 
Outlook (PRO) has declined and is below the 
2004-05 final realized price. 

For 2006-07, production is forecast to rise by 8%, 
with increased seeded area partially offset by 
lower yields. Industrial use is expected to rise 
sharply, as new ethanol plants come on-line in 
western Canada. Exports are forecast to increase 
by 8%, assuming a normal quality crop. Carry-out 
stocks are projected to increase slightly. The 
CWB 2006-07 Pool Return Outlook (PRO) for 
No.1 CWRS 11.5% protein is $182/t, in-store 
Vancouver/ St. Lawrence (I/S VC/SL), $4/t below 
2005-06. 


DURUM 

For 2005-06, total supply reached a record 8.4 Mt. 
Exports are expected to increase by 24%, but carry 
out stocks are projected to rise by over 30% to a 
record 3.3 Mt. The CWB is not expected to be 
able to accept all deliveries offered by farmers. 
The CWB PRO is well below the 2004-05 final 
realized price. 

For 2006-07, production is forecast to fall by 27% 
due to lower seeded area and yields. However, 
total supply will decline by only 10% because of 
the larger carry-in stocks. Exports are forecast to 
decline by 10%, assuming normal yields in the EU 
and North Africa. Carry-out stocks are forecast to 
fall by 12% to 2.9 Mt. The CWB PRO for No.1 
CWAD 11.5% protein is $176/t, I/S VC/SL, down 
$1/t from 2005-06. The discount for No.1 CWAD 
11.5% over No.1 CWRS 11.5% is projected at 
$6/t, vs. $9/t in 2005-06. 


BARLEY 

For 2005-06, exports are forecast to increase by 
34%, due mainly to higher exports of feed barley. 
Carry-out stocks are forecast to decrease by 11%, 
but will be high historically. 

For 2006-07, production is forecast to rise slightly, 
as lower yields are more than offset by larger area, 
but total supply is projected to rise only marginally 


due to lower carry-in stocks. Exports are expected 
to fall, as higher exports of malting barley only 
partially offset lower exports of feed barley. 
Carry-out stocks are projected to drop significantly 
due to higher feed use. The average off-Board 
feed barley price is forecast to rise by $15/t. The 
CWB 2006-07 PRO for 2-Row and 6 Row 
designated barley is lower than 2005-06. 


OATS 

For 2005-06, exports are forecast to increase due 
to less competition from the EU. Carry-out stocks 
are projected to decrease by 9%. 

For 2006-07, production is forecast to rise by 17%, 
due to higher area. Exports are forecast to be flat 
at 1.7 Mt. Although feed use is expected to 
increase significantly, carry-out stocks are 
expected to rise by 11%. Chicago prices are 
forecast to decrease by C$15/t from 2005-06 to 
$125/t. 


CORN 

For 2005-06, imports are forecast to fall 
significantly, due to higher domestic supplies and 
the AD/CV duties. Carry-out stocks are expected 
to decline by 17%. Corn prices in eastern Canada 
are expected to be similar to 2004-05, as supports 
from the AD/CV duties are offset by higher 
domestic supply. 

For 2006-07, the forecasts are very tentative, 
depending on the final injury decision of the 
Canadian International Trade Tribunal on April 
18, 2006. Corn production is forecast to fall by 
5%, as lower yields more than offset higher area. 
Imports are forecast to increase due to lower 
domestic supplies and higher demand for ethanol 
production. Carry-out stocks are forecast to drop 
by 33%. The average price at Chatham elevator is 
forecast to rise by 30% to $130/t. 


CANOLA 

For 2005-06, total supply is expected to reach a 
record 11.4 Mt. Exports are forecast to increase by 
32%, to 4.5 Mt, while domestic crush rises by 9%, 
to 3.3 Mt. Carry-out stocks are forecast to rise 
sharply to a record 3.0 Mt. Prices are expected to 
decline by about 15%. 

For 2006-07, production is forecast to decline by 
19% due to lower seeded area and yields. Total 


supply is expected to decline by about 4%, as the 
record carry-in stocks offset much of the decline in 
output. Exports and domestic crush are forecast to 
remain stable at a record high level. Carry-out 
stocks are forecast to decline by 10% but will be 
the second highest on record. Canola prices are 
forecast to decline slightly. 


FLAXSEED (excluding solin) 

For 2005-06, exports are forecast to rise slightly, 
due to the significant increase in supply and high 
crude oil prices. Carry-out stocks are expected to 
rise sharply. The average price is forecast to 
decline from the above normal level in 2004-05. 
For 2006-07, production is forecast to decline by 
12% due to lower seeded area and yields, but 
supply is forecast to increase by 19% due to high 
carry-in stocks. Exports are forecast to increase 
to 0.7 Mt, while domestic usage remains stable. 
Carry-out stocks are projected to rise by 6%, while 
prices decrease slightly. 


SOYBEANS 

For 2005-06, total supply is expected to be a 
record 3.7 Mt. Exports are forecast at a record high 
1.15 Mt, while the domestic crush is expected to 
be a near record 1.75 Mt. Carry-out stocks are 
expected to decline with prices falling under 
pressure from lower US prices and the rising 
Canadian dollar. 

For 2006-07, production is forecast to fall due to 
lower seeded area and yields. Total supply is 
forecast to fall by only 4%, as higher imports 
largely offset the drop in output. Exports and 
domestic crush are forecast to remain stable at 
record high levels. Carry-out stocks are forecast to 
decline although prices decline. 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION March 27, 2006 


Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 


Grain and Seeded Harvested Yield Production Imports (b) Supply Exports(c) Use(e) Dockage Use (d) Stocks _ Price (f) 
Crop Year (a thousand ha tiha wonnennnna-=---------------------------thousand metric tonne@S--------------------------—------—----------------------—- Sit 


Durum 

2004-2005 2,230 2,141 PDBVs 4,962 4 6,752 3,218 254 536 1,013 ZAO2A 201 
2005-2006F 2,341 2,297 2.58 5,915 1 8,436 4,000 255 681 1,136 3,300 Nil 
2006-2007F 1,960 1,910 225 4,300 1 7,601 3,600 260 630 enOs 2,900 176* 
Wheat Except Durum 

2004-2005 8,169 atez PATE 20,898 13 25,203 11,593 2,845 4,521 8,138 5,471 190 
2005-2006F 7,784 7,530 PAT ETS 20,860 15 26,347 13,200 2,885 3,985 7,747 5,400 186* 
2006-2007F 8,863 8,650 2.60 22,500 15 27,915 14,200 3,150 4,159 8,115 5,600 182* 
All Wheat 

2004-2005 10,399 9,862 2.62 25,860 14 31,955 14,812 3,099 5,056 9,151 7,992 
2005-2006F 10,125 9,826 PLT (Ps 26,775 16 34,783 17,200 3,140 4,666 8,883 8,700 
2006-2007F 10,823 10,560 2.54 26,800 16 35,516 17,800 3,410 4,789 9,216 8,500 

Barley 

2004-2005 4,678 4,050 3.26 13,186 83 15,371 1,863 268 9,358 10,019 3,489 112 
2005-2006F 4,440 3,889 SZ 12,481 Bis 16,005 2,500 260 9,740 10,405 3,100 100-120 
2006-2007F 4,815 4,210 3.06 12,900 30 16,030 2,300 300 10,785 11,530 2,200 115-135 
Corn 

2004-2005 1,185 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 100 
2005-2006F 1,124 1,096 8.63 9,461 1,400 12,662 200 2,450 8,497 10,962 1,500 90-110 
2006-2007F 1,170 Helo 7.96 9,000 1,900 12,400 150 3,050 8,185 11,250 1,000 120-140 
Oats 

2004-2005 1,995 els 2.80 3,683 26 4,497 1,675 118 1,560 1,834 988 131 
2005-2006F 1,853 1,326 2.59 3,432 15 4,435 1,700 140 kOZO 1,835 900 130-150 
2006-2007F 2,136 1,550 2.58 4,000 i 4,915 1,700 140 1,900 Day 1,000 115-135 
Rye 

2004-2005 284 165 2EOS 418 1 487 122 48 155 220 145 69 
2005-2006F 223 148 2.42 359 1 505 150 48 170 235 120 65-85 
2006-2007F 207 150 233 350 { 471 150 48 176 241 80 75-95 
Mixed Grains 

2004-2005 220 iidit 2.87 318 0 318 0 0 318 318 0 
2005-2006F 209 109 2.78 303 0 303 0 0 303 303 0 
2006-2007F 215 115 2.87 330 0 330 0 0 330 330 0 

Total Coarse Grains 

2004-2005 8,362 6,713 3.94 26,442 Paar 33,074 3,902 2,828 19,342 22,749 6,424 
2005-2006F 7,850 6,568 3.96 26,036 1,451 33,911 4,550 2,898 20,236 23,741 5,620 
2006-2007F 8,542 Ub sAR OS Cala 26,580 1,946 34,146 4,300 3,538 Zinoro 25,566 4,280 

Canola 

2004-2005 SO) eit 4,938 qEOiT, 7,128 108 8,444 3,412 3,031 328 3,403 1,629 309 
2005-2006F 5,491 5,253 1.84 9,660 125 11,415 4,500 3,300 570 3,915 3,000 250-290 
2006-2007F 5,053 4,890 1.60 7,800 150 10,950 4,500 3,300 405 3,750 ALTA) PS TAS 
Flaxseed 

2004-2005 728 528 0.98 SVl7/ 39 648 468 n/a n/a 151 30 n/a 
2005-2006F 842 803 1eS5 1,082 6k5) 1,147 500 n/a n/a 247 400 255-295 
2006-2007F 805 782 PAL 950 20 1,370 700 n/a n/a 245 425 245-285 
Soybeans 

2004-2005 1,229 1,178 2.59 3,048 393 3,581 | SWE 1,610 457 2,190 270 248 
2005-2006F 1,176 1,169 2.70 3,161 250 3,681 1,150 1,750 421 2,281 250 205-245 
2006-2007F 1,144 (as 2EO3 2,850 450 3,550 atoO tl 7ASO, 400 2,250 150 195-235 
Total Oilseeds 

2004-2005 UL PATE 6,643 1.70 11,293 540 12,674 5,002 n/a n/a 5,743 1,929 
2005-2006F 7,510 7,225 1.92 13,904 410 16,243 6,150 n/a n/a 6,443 3,650 
2006-2007F 7,002 6,797 ATA 11,600 620 15,870 6,350 n/a n/a 6,245 3,215 

Total Grains And Oilseeds 

2004-2005 26,038 23,219 2.74 63,596 3,085 77,703 23,115) n/a n/a 37,643 16,345 
2005-2006F 25,484 23,620 2.82 66,715 1,877 84,936 27,900 n/a n/a 39,066 17,970 
2006-2007F 26,367 24,512 2.65 64,980 2,582 85,532 28,450 n/a n/a 41,027 16,055 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Total excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western delivery points); Canola 
(No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board Pool Return Outlook — March 23, 2006 


F: Forecast; Agriculture and Agri-Food Canada — March 27, 2006 
Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22 007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total Canadian exports, domestic use and carry-out stocks of pulse and special crops are forecast to increase due to higher supply. Average 
prices, over all types, grades and markets are forecast to increase for chickpeas and buckwheat, but decrease for dry peas, lentils, dry beans, mustard seed, 


canary seed and sunflower seed. 


March 27, 2006 


For 2006-07, total area seeded to pulse and special crops in Canada is forecast to decrease by 3%, from 2005-06, as increases for dry peas, chickpeas, 
sunflower seed and buckwheat are more than offset by decreases for lentils, dry beans, mustard seed and canary seed. It is assumed that precipitation will 
be normal for the growing and harvest periods, and that the abandonment rate and quality will be normal. Trend yields are assumed for both western and 
eastern Canada, as soil moisture reserves are generally good. Total production in Canada is forecast to decrease by 10%, from 2005-06, to 4.79 million 
tonnes (Mt). Total supply is expected to decrease by 6% to 6.36 Mt, as higher carry-in stocks offset most of the decrease in production. Exports are forecast 
to decrease due to lower supply, while domestic use is forecast to be relatively stable. Carry-out stocks are expected to decrease. Average prices, over all 
types, grades and markets, are forecast to increase for dry peas, mustard seed and canary seed, decrease for dry beans and chickpeas, and be the same for 
lentils, sunflower seed and buckwheat. The main factors to watch are weather conditions, especially precipitation, during the growing and harvest periods in 
Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 
conditions in major producing regions, especially India, Mexico, United States, European Union, Turkey and Australia. 


DRY PEAS 

For 2005-06, due to higher supply, lower prices and 
stronger demand, exports are forecast to increase 
sharply from 2004-05. The average price, over all 
types, grades and markets, is forecast to decrease 
because of higher supply. Carry-out stocks are 
expected to decrease, with a stocks-to-use ratio (s/u) 
of 12%. 

For 2006-07, the area seeded is forecast to increase 
by 3% from 2005-06. Production and supply are 
forecast to decrease, as lower trend yields more than 
offset the increase in seeded area. World supply is 
expected to decrease marginally to 12.5 Mt as slightly 
higher production is more than offset by lower carry- 
in stocks. Canadian exports are forecast to decrease 
because of the lower supply, while domestic use 
increases marginally. Carry-out stocks are forecast to 
decrease, with a s/u of 10%. The average price is 
expected to be slightly higher than in 2005-06 due to 
the lower supply. 


LENTILS 

For 2005-06, due to higher production and supply, 
lower prices and higher demand, exports are forecast 
to increase sharply. The average price, over all types 
and grades, is expected to decrease because of higher 
supply. Carry-out stocks are forecast to increase, 
with a s/u of 61%. 

For 2006-07, the area seeded is forecast to decrease 
by 10%. Production is forecast to decrease sharply 
due to lower seeded area and lower trend yields, but 
supply is expected to decrease only marginally 
because of higher carry-in stocks. Production is 
expected to decrease for green lentils, but increase for 
red lentils. World supply is forecast to increase 
marginally to 4.64 Mt. Canadian exports are 
expected to increase due to higher Canadian supply of 
red lentils and carry-out stocks are forecast to 
decrease slightly, with a s/u of 58%. The average 
price is forecast to be the same as in 2005-06 because 
of the relatively stable supply. 


DRY BEANS 

For 2005-06, production and supply increased 
significantly in Canada and the US. Canadian 
exports are forecast to increase because of higher 
supply. Carry-out stocks are forecast to increase, 
with a s/u of 7%. The average price, over all classes 
and grades, is forecast to decrease due to higher US 
and Canadian supply. 


For 2006-07, the area seeded is forecast to decrease 
by 10%. Production and supply are expected to 
increase, as a lower area is more than offset by lower 
abandonment and higher trend yields. In the US, 
production is expected to decrease by 5% to 1.13 Mt, 
while supply increases slightly to 1.36 Mt due to 
higher carry-in stocks. Canadian exports are forecast 
to increase due to the higher supply. Carry-out stocks 
are expected to increase, with a s/u of 8%. The 
average price is forecast to decrease slightly because 
of the slightly higher US and Canadian supply. 


CHICKPEAS 

For 2005-06, due to higher production and supply, 
exports are forecast to increase. The average price, 
over all types and grades, is forecast to increase, due 
to higher quality, stronger demand and a shift to the 
production of the higher priced kabuli type. Carry- 


out stocks are expected to increase, with a s/u of 10%. 


For 2006-07, the area seeded is forecast to increase 
by 50%. Production and supply are expected to 
increase, as higher area more than offsets lower trend 
yields. World supply is expected to decrease 
marginally to 9.25 Mt. Although Canadian exports 
are forecast to increase due to strong demand, carry- 
out stocks are expected to rise, with a s/u of 21%. 
The average price is forecast to decrease due to 
higher world supply of the kabuli type, which 
accounts for about 90% of Canadian production. 


MUSTARD SEED 

For 2005-06, due to stronger demand, exports are 
forecast to increase. Carry-out stocks are expected to 
decrease slightly, with a s/u of 88%. The average 
price, over all types and grades, is forecast to 
decrease because of the higher supply of high quality 
seed. 

For 2006-07, the area seeded is expected to decrease 
by 20%. Production and supply are forecast to 
decrease because of lower seeded area and lower 
trend yields. Exports are expected to rise due to 
higher demand and carry-out stocks are forecast to 
decrease, with a s/u of 53%. The average price is 
expected to increase due to the lower supply. 


CANARY SEED 

For 2005-06, due to stronger demand and lower 
prices, exports are forecast to increase. Carry-out 
stocks are expected to rise, with a s/u ratio of 88%. 


The average price is forecast to decrease due to 
higher supply. 

For 2006-07, the area seeded is expected to decrease 
by 20%. Production and supply are forecast to 
decrease due to lower area and lower trend yields. 
World supply is forecast to decrease by 15% to 
370,000 t. Canadian exports are expected to increase 
due to higher demand and carry-out stocks are 
forecast to decrease, with a s/u of 50%. The average 
price is forecast to increase because of the lower 


supply. 


SUNFLOWER SEED 

For 2005-06, due to higher production and supply, 
exports and domestic use are expected to increase. 
Carry-out stocks are forecast to increase, with a s/u of 
13%. The average price, over both types and all 
grades, is forecast to decrease due to higher supply. 
For 2006-07, the area seeded is expected to increase 
by 5%. Production and supply are forecast to 
increase due to higher area, lower abandonment and 
higher trend yields. US supply is expected to 
decrease by 8% to 1.76 Mt. World supply is forecast 
to decrease slightly to 30.4 Mt. Canadian exports are 
forecast to increase because of the higher supply. 
Carry-out stocks are expected to increase, with a s/u 
of 13%. The average price is forecast to be the same 
as in 2005-06, as pressure from higher Canadian 
supply is offset by support from lower US supply. 


BUCKWHEAT 

For 2005-06, the average price is forecast to increase 
slightly. 

For 2006-06, Canadian production and supply are 
forecast to remain stable, as a higher seeded area is 
offset by lower trend yields. The average price is 
expected to be the same as in 2005-06. 


FURTHER INFORMATION: 

Stan SKry pet .......sccccssessesssees (204) 983-8972 
E-mail ..........cccceseees skrypetzs@agr.gc.ca 
Fred Oleson, Chief ............00++ (204) 983-0807 
E-mail ..........cscocsossscsoneeees olesonf@agr.gc.ca 

www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION March 27, 2006 


Total 
Area Area Total Domestic Use Carry-out Average 
Grainand Seeded Harvested Yield Production Imports(b) Supply Exports (b) (d) Stocks Price (e) 
Crop Year (a thousand ha tha _--------------------------------thousand metric tonnes--------------------------------- $it 
Dry Peas 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 626 745 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005 1,388 1,345 2.48 3,338 56 3,599 1,853 Tstat 595 135 
2005-2006f 1,366 1,319 2.35 3,100 90 3,785 2,200 1,185 400 105-135 
2006-2007f 1,405 UReRys deg Ff 2,950 100 3,450 1,950 1,200 300 110-140 
Lentils 
2002-2003 601 387 0.91 354 9 494 319 120 55 390 
2003-2004 554 536 0.97 520 5 580 367 175 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006f 884 862 1.48 1,278 10 1ocs 635 318 580 225-255 
2006-2007f 795 755 123 930 10 1,520 660 300 560 225-255 
Dry Beans 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 23 356 31 482 344 83 55 495 
2004-2005 163 126 115 220 28 303 PA 21 5 650 
2005-2006f 200 Wes 1.84 326 40 371 300 46 25 485-515 
2006-2007f 180 ALE 1.95 345 30 400 315 55 30 475-505 
Chickpeas 
2002-2003 221 154 ACOs 156 9 345 105 160 80 300 
2003-2004 63 63 1.08 68 2 150 74 51 20 330 
2004-2005 47 39 1731 51 4 80 47 28 5 385 
2005-2006f 79 73 1.42 104 2 114 70 34 10 465-495 
2006-2007f 119 109 1.19 130 5 145 85 So 25 400-430 
Mustard Seed 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005 Sh 304 1.01 306 1 399 119 86 194 295 
2005-2006f 212 206 0.98 201 1 396 130 81 185 255-285 
2006-2007f 170 164 0.88 145 1 331 140 76 115 275-305 
Canary Seed 
2002-2003 287 227 0.78 176 0 206 160 26 20 575 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006f 190 186 1:22 227 0 397 175 37 185 170-200 
2006-2007f 152 145 1.00 145 0 330 180 40 110 190-220 
Sunflower Seed 
2002-2003 100 95 1.65 (here 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006f 93 15 1.19 89 25 132 45 72 15 330-360 
2006-2007f 98 92 1.47 135 20 170 7s) 19 20 330-360 
Buckwheat 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 1.11 10 1 14 8 7 2 tote) 
2004-2005 9 7 0.71 5 1 8 4 4 0 tole 
2005-2006f rs 6 ghee) 8 1 9 4 5 0 345-375 
2006-2007f 8 7 1.14 8 1 9 4 5 QO 345-375 
Total Pulse And Special Crops (c) 
2002-2003 3,036 2,399 1.16 2,788 130 3,627 TS 1,236 658 
2003-2004 2,805 232 oo 3,680 81 4,419 2,488 1,422 509 
2004-2005 3,145 2,948 1.78 5237 135 5,881 2,946 1,703 Looe 
2005-2006f 3,031 2,904 1.84 0,330 172 6,737 3,559 1,778 1,400 
2006-2007f 2,927 2,806 71 4,788 167 6,355 3,409 1,786 1,160 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, March 27, 2006 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES March 6, 2006 


PRAIRIE GRAINS 


Selected Points Price Basis 6-Mar-06 20-Feb-06 6-Feb-06 77-Mar-05 
pe Be SS (CBOT) te [Se a | RS Oat ea ee B25 sate | e192 OG PPP ewe 70 2.00 sabes Mite 154,20' 9 «| 
ie ee =: (bethbridge) = [100,  Gamenca a ehenees | eee Barley = ea] 90106.00 sien ame 04 100 wee Steet OF. OO meee St reE 110.50 85 52 | 
In-store 
ER a ee ee Pe Or ee) Be 7d ee Ne nd Sn ts Eo 
ha = = Se PRs: (Sneed eR [oooh Barley Pets | NF 133,30 Veet) Nis 3163 ek RRC 34:0 mr en. SIN 197.69 2 «| 
In-store 152.03 
Pen Ravn hither Shia se RI Be [REO at e552 ANNA ee] HORE N/A ions | RSS] Aline mane] Sasoenges NVA Sle | 
ie ee Oras | Peer de aap eppentes ee mt at Bantey c-e | 200 B.3 1] eed 96.31 ieee | oR 30,0 (eee e478) 88S | 
ii) RR Ree be [ Bee geet areminmiee cent [here Oat ves tat | dein N/A em | anaes N/a [ene NIA aia Pons SNA Sees | 
ies 52 an Fi an aaa aS: | Sse eR 2S sal aan | ae Barley ii) [ee 62.50 83] 52160.50 Bt | caer 163.50 ex eee 167.007) 2 | 
ee a on 9 aN i aS | Bel Lapa tiheen ts aaa iONS | 2. EASY Oat ete 7 (NYA | erica, N/A Gem | species: N/A Caeonetal | ewe: NIA Vo 5 | 
eg hs ee Reimar [PP Re area be ee Re Eee Barley 5. PO 160,00 S| 158.00. eee | ee 1 OO meno | Bere 164:50 OS | 
EER a ea ec ree | ee eo ed S/d io ede ce 
es We eae e* [een Petes at | Ree Barley <a | 146,30: e% PR 144,30 COR 47.20 ee rer 150.80 
ee: he ea: ee einer SBA [oie Oalee at 5 | OANA Ae NA | N/A Aes | 
ee Sees, | ae or ee ei Barley © 428 SNA NAc Pe OR NIA eee Sees NIAC *. | 
ae — Matfort Ska aaa | pia ee Pee 5 ag aie Wheat aot TP REN/A aie aN Ae | N/A ee NAS =| 
[eS Se a > (RS | te Oats | en As ee NA NACI SERNA tee || 
<a ae Trace are a ee | Barley 1's? | Po NA aR Re NA eee © a N/A ee ee NAS | 
(s--  BayportsON sar. 2 a = [8 aie ai eee 9 | Wheat sd -po2 | ine NIA Sen INIA rea: N/A cee NAS | 
Ste ee eo [ae an ek Oat ts [ny NA NAW Rite RES NIA P| RENAE | 
ae 5 eS as [Track ans or a ee | Pile Barleyse ras | bP NIA Th N/A me NVA 0 | NA | 
ies MontrealisC ae sea. | eal Rs a ead [ns Wheat een | SO NAS N/A ite NAS | SNA S| 
SR eee (ee Fee ag Se: Oat 8 | NAS Bl ee Naess [eR NIA eI SNA | 
Pe ES OS [Track aes Pe as A hs Barly ee | PNA Se [ae NA ee Ne ee NIA | 
i. Moncton. NB See ac ah =. [ee | Sag em Eanes Wheata see |  N/A aaa aeeee NA cae ee N/ Aae et) eee NIA Sor — | 
Monreal. | Re Oat Sho i Ni NIA RE ete NIA | eA | INIA Ss | 
Truro, NS ed eae ee ees] Se Wheel oe [CrP N/ AYRE Pe Oe NAP | Pipe N/A Ronn | N/A | 
A pee ae ef) eS Oat led | Peet NA 28] > N/A) 1 oe | eer A ees (CNA LE. — | 
Stephenville, NL eee gtr oe ea ee eee Wheat koa |b NAS a ed N/A aoe | Seat BB N/AM mers (Se ae NAneere | 
pee eee area ot AfOatowe roe] rN ASaart Ree N/A PPR N/A Ree ede NIAS | 
Ce ee a ee ee ee a es ee 
Es Oe) 


ee ee es 20-Feb-06 6-Feb-06 7-Mar-05 

ae ee FS 109.27 al 6 Se 103.00 meas | ee 102:30 re) | 

ed ey ae) | fee 12051 | 125, | e121 ee | ree 2 1.4 | 

ee er ee a ee ee 
0: Montreal, QC ET rei Saeco eae | Ce renee | WN 39 (60 rat |e 199.0 chee [Sein 92 C4 Eo ee S770 

enn Senora 4. 1792117. 2 005 as 147-03 | Pe 1. tee 10.26 S| 

Ge a ee ae Oe i ee 

fae Te ee 

ed Sh ie 

| Pea ieee 

eS eee, ; 

ea SAL | 


257.50 268.19 266.76 272.27 


rom: Hamilton, ON | Fees yaa arent dat 
To: Montreal, QC 
Moncton, NB 
Truro, NS 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Corinne Bruneau: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: bruneauc@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

quoted cash plus the full transfer costs including duty and exchange where applicable 


Replacement values reflect prices at shipping points 
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Trade between Canada and Mexico has increased significantly since the implementation of the North American 
Free Trade Agreement (NAFTA) between the United States (US), Canada and Mexico in 1994. Mexico has become 
Canada's fourth largest agriculture and agri-food export market and Canada is now the third largest market for 
Mexico’s exports. For 2004-2005, Canadian agri-food exports to Mexico were CAN$995 million versus imports 
from Mexico of CAN$635 million. This issue of the Bi-weekly Bulletin examines the situation and outlook for 


Canada's exports of grains, oilseeds, pulses and special crops to Mexico. 


Mexico has the sixth largest agricultural 
sector in the Organisation for Economic 
Co-operation and Development (OECD), 
which it joined in 1994. Corn and beef are 


MEXICO: IMPORTS OF GRAINS AND OILSEEDS FROM CANADA 
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e: estimate, AAFC; f: forecast AAFC, March 2006 
Source: Canadian Grain Commission, Statistics Canada 


MEXICO: IMPORTS OF PULSE AND SPECIAL CROPS FROM CANADA 
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e: estimate, AAFC; f: forecast AAFC, March 2006 
Source: Canadian Grain Commission, Statistics Canada 


its main agricultural commodities. Primary 
agriculture still accounts for 6% of Gross 
Domestic Product (GDP), compared to 2% 
in Canada and the US. More importantly 


1997- 1999- 2000- 2001- 2002- 2003- 2004- 2005- 2006- 
2006e 2007f 


1994- 1995- 1996- 1997- 1998- 1999- 2000- 2001- 2002- 2003- 2005- 2006- 


2006e 2007f 


the agricultural sector employs 19% of the 
work force compared to 5% in Canada 
and 3% in the US. 


TRADE BETWEEN 
CANADA AND MEXICO 


Canada's agri-food exports to Mexico 
have increased dramatically since the 
implementation of the NAFTA. Since 
1993, the last year before NAFTA came 
into force, Canadian agri-food exports to 
Mexico increased significantly. Similarly, 
Mexican farmers have benefited from 
improved trade with Canada, as our 
imports from Mexico have grown 
significantly from 1993 to 2003. Over that 
period, the value of Canada's agricultural 
trade surplus with Mexico has also 
increased. Canada's most important agri- 
food exports to Mexico are canola seed, 
beef and wheat. Significant imports from 
Mexico include vegetables, fruit, coffee 
and beer. 


By January 1, 2003, Mexico had 
eliminated tariffs on virtually all agri-food 
products, as scheduled under the NAFTA. 
With this stage of tariff elimination, most 
Canadian agri-food products now have 
duty-free access to the Mexican market. 
Exemptions are poultry, eggs, dairy and 
sugar, which were excluded from any 
preferential treatment under NAFTA, and 
maize (white corn) and beans, which will 
be subject to tariff rate quotas (TRQs) in 
the Mexican market until January 1, 2008. 
Among the Canadian products with export 
potential that were previously subject to 
tariffs or TRQs and as of January 1, 2003, 
now have duty-free access in the Mexican 
market are pork, potatoes, apples, barley, 


Canada 


wheat, all vegetable oils and confectionery 
products. 


AGRICULTURAL POLICY 
DEVELOPMENT 


The Programa de apoyo directo al 

campo (PROCAMPO) was introduced in 
Mexico in October 1993 to facilitate the 
transition to more market-oriented policies 
from the previous system of guaranteed 
prices. Since 1993 it has provided direct 
cash payments at planting time on a per 
hectare basis to growers of several crops. 
These payments will remain constant in 
real terms until the fall/winter 2007-2008 
planting cycle. However, with the initiation 
of a new system of credit guarantees, 
farmers will be able to obtain all future 
PROCAMPO payments in one amount, 
through credit guarantees. The objective 
of this new system is to provide capital to 
farmers so that they can diversify or 
establish more market-based agribusiness 
ventures. ASERCA (Support Services for 
Agricultural Marketing Agency) provides 
per tonne deficiency payments for wheat, 
maize, sorghum, rice and some other 
crops. 


Under the ALIANZA program 
(Alliance for Agriculture) the 
government has provided 
incentives to its producers to 
diversify or establish more 
market-based agribusiness. This 
will help the agriculture sector 
deal with the full implementation 


feed source, makes up the majority of US 
corn exports to Mexico. NAFTA considers 
cracked corn a distinct commodity from 
corn and it has been exported to Mexico 
duty-free since 2003. White corn is used 
to produce Mexican tortillas and other 
foods. Since 2000, US white corn exports 
to Mexico have declined, due to Mexican 
agricultural policy, which has encouraged 
domestic production of white corn by 
providing incentives to producers. 


For 2005-2006, corn production is 
estimated at 20.0 million tonnes (Mt), 12% 
below 2004-2005, due to lower area 
harvested. Imports are sourced entirely 
from the US, largely due to the NAFTA, 
which includes a Canadian TRQ of 

1,426 tonnes (t) with an over quota tariff of 
36.3% for 2006. The US corn growing 
area’s close proximity to the Mexican 
border has made it unlikely that Canada 
will fill its corn TRQ. Imports are forecast 
to rise by 13%, to 6.7 Mt, due to strong 
demand from the livestock and starch 
industry as well as lower expected 
production. Total corn consumption is 
estimated at 28.4 Mt, up marginally due to 
an expected increase in feed demand. 
The feed industry, specifically the poultry 


MEXICO: WHEAT SUPPLY AND DISPOSITION 


crop year 
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Harvested Area (kha) 
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-2004 


600 
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-2005 


510 
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-2006e 
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of NAFTA, which, in its remaining 
two years, will see the complete 
removal of tariffs on all goods. 


Over the last ten years, Mexico 
has actively sought to build on the 
success of the NAFTA, 
establishing a wide network of 

11 free trade agreements, 
guaranteeing preferential access 
to 32 countries. 


SITUATION AND OUTLOOK 


Corn 

In Mexico, two corn crops are 
grown, one seeded in the 
spring/summer which represents 
about 90-95% of total corn 
production and the remaining 5- 
10% is grown in fall/winter, with 
about 40% of the fall/winter crop 
irrigated. Yellow and white corn 
are the two main types of corn 
grown in Mexico. Cracked yellow 
corn, used primarily as an animal 


Production 
Imports 
Total Supply 


Feed Use 
Other Use 
Exports 

Total Use 


Carry-out Stocks 


2003 
-2004 


7,690 


crop year 
October-September 


Harvested Area (kha) 


Production 
Imports 
Total Supply 


Feed Use 
Other Use 
Total Use 


Carry-out Stocks 


28 
a7 
6.8 


0.1 
5.9 
0.5 
6.5 


0.3 


2004 
-2005 


1,759 


22.6 
9.9 
32.9 


12.6 
15.3 
27.9 


5.0 


e: estimate; f: forecast, AAFC, March 2006 


Source: USDA 


2005 
-2006e 


7,200 


-2007f 


and hog sectors, are the two largest 
consumers of Mexican feed corn. 
Mexican corn carry-out stocks are 
estimated at 3.3 Mt, 34% lower than last 
year and with a low stocks-to-use ratio of 
8% for 2005-2006. 


For 2006-2007, production is forecast to 
increase by 7% to 21.3 Mt due to higher 
area seeded, assuming normal growing 
conditions. Imports are expected to rise 
by 13% to a record 7.6 Mt, supported by 
the growing livestock industry and 
continued demand for corn as a food 
source in tortillas. In 2007, the Canadian 
TRQ for corn imports increases to 1,469 t 
with an over quota tariff of 18.2%. 


Wheat 

For 2005-2006, wheat production 
increased to 3.0 Mt, 29% above 2004- 
2005 due to an increase in harvested area 
and improved yields related to good 
weather conditions. In addition, heavy 
rainfall late last year and in early 2005 
allowed for water reservoirs to reach 
sufficient levels for irrigation. Imports are 
forecast to be relatively unchanged at 
about 3.6 Mt, mostly from the US. 
Mexican wheat imports from the US are 
largely Hard Red Winter (HRW) 
wheat due to the close proximity 
of the large HRW wheat growing 
areas in the southern US plains to 
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For 2005-2006, Canadian 
Western Red Spring wheat 
exports to Mexico are forecast at 
0.6 Mt and are blended with lower 
quality wheat in order to improve 
Mexican flour quality. Imported 
wheat is also milled to make 
bread, cookies, cakes and 
prepared flours. 


For 2006-2007, area seeded is 
forecast to rise marginally and, 
assuming average yields, 
2006 production and imports are 
forecast to increase slightly. 
Durum 

For 2005-2006, durum production 
is estimated at 1.1 Mt, unchanged 
from last year. Mexico has been 
a net durum exporter since 1999- 
2000, largely due to its high 
internal transport costs, closeness 
to ports and consistently high 
crop quality. High quality durum 
is exported to North Africa and 
the EU, while poor quality durum 
is used as a feed ingredient in 


hog rations. Exports are expected to 
remain unchanged at 0.4 Mt, while 
imports, mostly from Canada, are 
expected to fall from 2004-2005, to 0.1 Mt. 
Imports of durum from Canada are 
forecast at 50,000 t, down from 155,000 t 
in 2004-2005 when the majority of the 
imports were lower quality durum. 


For 2006-2007, exports of durum wheat by 
Mexico, and imports from Canada, are 
forecast to remain unchanged from 2005- 
2006. 


Barley 

Mexico is the eighth largest beer producer 
in the world and in 2002 domestic beer 
production reached 6.3 billion litres (L). In 
the last 25 years, beer consumption has 
increased substantially. Currently, 
consumption of beer in Mexico is about 
60 L per capita, compared to 63 L in 
Canada and 87 L in the US. 


For 2005-2006, while barley production, 
consisting mainly of six-row varieties, is 
forecast to remain unchanged at 0.9 Mt, 
consumption is expected to continue to 
increase marginally to 0.95 Mt due to 
increased beer production in Mexico. As a 
result, Mexican malting barley imports are 
estimated to be unchanged at 75,000 t. 
Canadian exports of malting barley to 
Mexico are forecast to remain similar to 
last year at 5,000 t in 2005-2006. 
However, Canadian exports of malt have 
risen since the TRQ was eliminated in 
2003 and are estimated at 50,000 t in 
2005-2006. The remainder of Mexico's 
imports of malt and malting barley are 
sourced from the US. 


For 2006-2007, barley production is 
forecast to remain similar to 2005-2006 
due to unchanged seeded area and yields. 
Canadian malt and malting barley exports 
to Mexico are expected to remain similar 
to 2005-2006. 


Oilseeds 

The crushing industry in Mexico is a major 
importer of oilseeds to offset the deficit 
between its vegetable oil consumption and 
its domestic production. As population 
and income continue to grow in Mexico, 
demand for oilseeds is expected to 
continue to expand. Although the Mexican 
market utilizes many different types of 
oilseeds including peanuts, sunflower 
seed, cotton seed and canola, it continues 
to be dominated by soybeans. 


Soybeans 

Soybeans represent about 70% of 
Mexico’s total annual oilseed imports. For 
2005-2006, soybean production is 
estimated at 130,000 t, unchanged from 
last year. Soybean consumption is 
estimated at 3.8 Mt, up slightly from 2004- 
2005, largely due to strong feed demand 
from the hog and poultry sectors. As a 
result of this increase in demand for 
soybeans, the Mexican crushing industry 
is expected to expand as smaller, 
inefficient crushers are replaced by larger 
crushers. Although most of Mexico’s 
soybean imports are from the US and 
Brazil, Canada is expected to export 
10,000 t, up from 7,000 t in 2004-2005, for 
2005-2006 and 2006-2007. 


Canola 

Due to canola's high oil content, compared 
to soybeans, it has been an attractive 
import for Mexico. For 2005-2006, imports 
of canola are forecast at 1.2 Mt, nearly all 
of which is from Canada. Mexican 
crushers have markets for canola oil and 
will import canola when it is price 
competitive and when they are able to 
market the canola meal. The EU was a 
competitor with Canada in Mexico, but 
with recent expansion in bio-diesel 
production in the EU, Mexican imports 
from the EU have been minimal. Mexico 
is Canada's second largest canola export 
market after Japan. 


For 2006-2007, Mexican canola imports 
are forecast to rise marginally due to the 
higher vegetable oil consumption. Due to 
ample supplies, Canada will maintain its 
dominance in that market. 


Flax 

Mexico does not produce flaxseed. Over 
the last five years, the demand for 
Canadian flaxseed in Mexico has been 
increasing, with Canada supplying the 
majority of flaxseed to Mexico. 
Consumers have become more aware of 
the nutritional content and health benefits 
of flaxseed. The baking industry is also 
using flaxseed as an ingredient in 
multigrain breads and biscuits. Poultry 
producers are beginning to use flaxseed to 
produce omega-3 eggs and help maintain 
the health of their animals. For 2005- 
2006, imports of flaxseed from Canada 
are estimated at 2,000 t, up marginally 
from last year and are expected to 
continue to increase in 2006-2007. 


Pulse and Special Crops 
Canada is the major source of canary 
seed, mustard seed, lentils and sunflower 
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seed. There is duty free access for all 
Canadian pulses and special crops except 
for dry beans, the TRQ for which is 
increased by 3% each year. Dry bean 
imports made under this TRQ are duty 
free, however, the over quota duty is 
58.7%. Under NAFTA, Canada has a 
TRQ of 2,139 t and an over quota tariff of 
23.5% for dry beans in 2006. Canadian 
dry bean exports are expected to trend 
upwards with elimination of the TRQ on 
January 1, 2008. Dry beans, imported for 
seed, already have a zero tariff rate. 


Mexico's total canary seed imports have 
been stable with about 50,000 t imported 
annually since 2003-2004. Mexico is 
currently the largest export destination for 
Canadian canary seed. The remainder of 
canary seed imports are Canadian canary 
seed re-exported from the US to Mexico. 
Canada's direct share of the market has 
steadily increased to 40,000 t in 2004- 
2005 and 41,000 t is forecast for 2005- 
2006. 


For lentils, total imports have been 
relatively stable around the 2003-2004 
level of 30,000 t. With lentil consumption 
increasing and domestic production 
remaining relatively small at an average of 
about 7,000 t annually, most of Mexico’s 
domestic demand is filled by imports. 
Canada's share of imports have been 
stable and reached 23,000 t in 2004-2005 
and are expected to increase to 30,000 t 
in 2005-2006 as it continues to be the 
main supplier to Mexico. 


For dry beans, total imports have been 
variable depending on domestic 
production, with demand mainly consisting 
for coloured beans, especially pinto and 
black beans. Mexican dry bean 
production varies between 1.4 and 1.6 Mt 
or about 95% of its domestic demand. Per 
capita bean consumption continues to be 
one of the highest in the world at about 
14.0 kilograms (kg). The remaining 5% is 
imported largely from the US, with small 
amounts from Canada. In 2004-2005, 
imports were low at about 52,000 t and 
Canada's share fell to 300 t. Canada’s 
exports to Mexico in 2005-2006 are 
expected to recover to 2,000 t, near the 5- 
year average. 


For dry peas, production is about 4,000 t. 
Total dry pea imports have been stable 
with Canada's share reaching 5,200 t in 
2004-2005 or about 35% of the import 
market. Canada’s exports to Mexico are 
expected to increase to 10,000 t for 2005- 
2006. 


For sunflower seed, total imports have 
decreased in recent years. Mexico 
imports mainly confectionary sunflower 
seed from Canada. In 1998-1999, the US 
replaced Argentina and Uruguay as the 
main supplier of sunflower seeds to 
Mexico. Canada's exports to Mexico have 
been stable, reaching 900 t in 2004-2005, 
and are expected to increase to 1,100 t for 
2005-2006. 


For 2006-2007, total Canadian exports of 
pulse and special crops are forecast to 
increase due to growing demand and 
Canada is expected to continue its role as 
a major supplier. 


Livestock 


Pork 

Mexican hog inventories have been 
relatively stable in recent years. However, 
the shift to more technically advanced 
producers has continued to reduce the 
cost of production, leading to better 
profitability. Consumer demand for 
processed pork is growing faster than for 
fresh and frozen pork cuts. However, pork 
cuts remain the largest portion of Mexican 
pork consumption. It is important to note 
that domestic pork prices are about 20% 
less than beef, but pork is roughly twice 
the price of chicken. Given the relatively 
low per capita consumption of pork in 
Mexico compared to Canada, the potential 
for growth in this sector is high. Strong 
pork prices in the last two years have 
helped encourage investment and 
consolidation in the pork sector. 


For 2005, Mexican pork production was 
estimated to have increased marginally to 
about 1.0 Mt from 2004. Hog numbers 
estimated for 2005 remained similar to 
2004 at about 15.5 million head (Mhd). 
Per capita consumption is about 15.4 kg 
and is expected to increase over the 
medium-term. Annual slaughter is about 
14.5 Mhd, and continue to increase, 
largely due to Mexico’s growing 
supermarket and meat processing sectors. 


Canadian pork exports were about 
68,800 t in 2004 and are estimated to 
have decreased to 63,100 t in 2005. 
Canadian hog exports are estimated to 
have risen substantially to about 11,800 
head in 2005. 


For 2006, demand for pork will be driven 
by the increasing purchasing power of the 
Mexican consumer. Pork imports from 
Canada are expected to increase due to 
Canada’s ability to provide a highly 
consistent and quality product. 


Beef 

Beef production and the size of the 
Mexican cattle herd have remained stable 
throughout the 2000s, as consumption has 
remained at about 16 kg per capita. 

Beef’s higher costs limit consumption to 
middle and higher income consumers. 


Mexico closed its border to Canadian beef 
on May 20, 2003, due to the Bovine 
Spongiform Encephalopathy (BSE) case 
detected in Alberta. In August 2003, 
Mexico announced the re-opening of the 
border to certain boneless beef products 
from animals under 30 months of age. 
However, exports did not resume until 
October 2003 when the Canadian Food 
Inspection Agency (CFIA) and the 
Mexican authorities (SENASICA) reached 
an agreement on the certification 
conditions for exports of these products to 
Mexico. Since then, the CFIA and 
SENASICA have been working together to 
expand the list of Canadian beef 

products eligible to be exported to the 
Mexican market. Canadian bone-in 

beef, under 30 months of age, has 
recently been allowed access to Mexico. 


Bone-in beef, ground beef, mechanically 
separated beef, advanced recovery meat 
and beef from animals over 30 months of 
age are still not allowed into Mexico 
because of BSE concerns. However, it 
is important to note that after the border 
was re-opened, Canada achieved a 
record level of boneless beef exports to 
Mexico in 2003-2004. 


Live cattle from Canada are not imported 
because of the geographical distance, 
the availability of cattle from other 
sources and the BSE ban. 


For 2005, it is estimated that Mexican 
beef cattle inventories increased 
marginally from 2004 to about 11.7 Mhd, 
while 2005 domestic beef production is 
estimated to be relatively unchanged at 
about 1.6 Mt. Exports of Canadian beef 
are estimated to be lower than 2004 at 
about 45,900 t. The high 2004 Canadian 
beef export levels to Mexico were the 
results of Canada being the only 
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exporter inn Mexican market for the first 
part of the year. 


For 2006, Mexican beef consumption is 
forecast to remain unchanged as 
consumers continue to support the 
demand for high quality and frozen food 
from the Mexican supermarket, tourism 
and restaurant sector. 


Over the medium term, Mexico is 
expected to increase its reliance on 
imports of value-added agricultural food 
products and bulk commodities as 
demand increases. Canada is expected 
to be well positioned to continue to service 
the Mexican import market for wheat, malt, 
canola, beef, pork, pulse and special 
crops. 


For more information, 
please contact: 


Bobby Morgan, 
Market Analyst 
Phone: (204) 984-0680 
E-mail: morganb@agr.gc.ca 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Corinne Bruneau: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: bruneauc@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
i plus the full transfer costs including duty and exchange where applicable 
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LENTILS: SITUATION AND OUTLOOK 


Canada is the largest exporter of lentils in the world. It became the largest producer of lentils in 2005-2006, 
but is expected to return to second place in 2006-2007 because production is forecast to decrease sharply. 
Exports in 2006-2007 are expected to remain stable, while carry-out stocks decrease sharply. Prices are 
forecast to increase because of the lower supply. The value of Canadian exports was $233 million (M) in 
2004-2005 and is anticipated to reach nearly M$300 in 2005-2006. This issue of the Bi-weekly Bulletin 
examines the situation and outlook for lentils. 
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WORLD Trade increased to about 45% in 2005. Imports 
During the past 10 years, world trade has were distributed much more widely than 

Production been trending upwards from 0.65 Mt in exports, with the top 10 importing 

Lentils are best adapted to production in 1995 to 1.17 Mt in 2001. In 2004, the countries accounting for only 55% of 

the cooler temperate zones of the world or latest year for which complete data is imports. 

in the winter season in countries, Such as available, exports were 1.12 Mt. The top 

India and Australia, which have a warm five exporting countries (Canada, Turkey, CANADA 

winter and a hot summer. The seed coat Australia, India and the US) accounted for 

colour of lentils can be clear, green, tan, 82% of world exports. About 60% of the Production 

grey, brown or black. The cotyledon is exports were the red type, 35% green and Canadian lentil production has increased 

yellow, red or green. The two main 5% brown and other. Canada’s share of in response to market signals and 

market types are red and green. world exports was 33% in 2004, but contributed to the diversification of crop 


production in the Prairie 
Provinces, especially in 
Saskatchewan. The 
increase in lentil production 
has proven to be valuable in 
crop rotations which help to 
control weeds, diseases and 
insects and improve soil 
texture and fertility. The 
increased production also 
contributed to the expansion 
of the pulse crops handling, 
marketing and processing 
industry, which increased 
employment opportunities in 
rural areas. During the past 
10 years, lentil production 
has been concentrated in 
Saskatchewan, which 
accounted for more than 
95% of Canadian production. 
The balance was produced 
in Alberta and Manitoba. 


World lentil production has 
been trending upwards 
during the past 10 years, 
ranging from 2.76 million 
tonnes (Mt) in 1997-1998 to 
4.17 Mt in 2005-2006. 
Among the main producers, 
production has been trending 
upwards in Canada, the 
United States (US), Australia 
and China, but has been 
relatively stable in India, 
Turkey, Syria, Iran, Nepal 
and Bangladesh. In the US, 
production increased sharply 
since lentils were first 
included under the loan 
program in 2002. Although 
specific data is not available, 
an estimated 70% of world 
lentil production is the red 
type, 25% green type and 
5% brown and other types. 
Canada and the US produce 
mainly the green type 
whereas the rest of the world 
produces mainly the red 


type. 


WORLD: LENTIL SUPPLY AND DISPOSITION 


2002 2003 2004 2005 2006 
-2003 -2004 -2005 ~-2006 


Harvested Area (kha) 3,685 3,630 3,957 4,000 3,700 
Average Yields (t/ha) 0.78 0.86 0.95 1.04 0.94 


Carry-in Stocks 


Production 
India 974 880 1,100 1,000 900 
Canada 354 520 962 1,278 625 
Turkey 565 540 540 560 600 
United States RE Tc) 190 234 270 
Australia 45 179 95 210 196 
Syria 733 168 ia 154 150 
China 125 132 150 160 150 
Nepal 148 150 159 161 145 
Iran iW 120 125 120 125 
Bangladesh 115 116 122 122 115 
Others 197 194 199 165 184 

Total Production 2,890 3,106 3,767 4,169 3,460 


Total Supply 3,190 3,206 3,867 4,619 4,360 
Total Use 3,090) 3106. 3% %3:417 0037/19 3,760 
Carry-out Stocks 100 100 450 900 600 
Stocks-to-use ratio 3% 3% 13% 24% 16% 


f: forecast, AAFC, Pulse Australia and USDA - May 2006 
Source: FAO, USDA, Statistics Canada and Pulse Australia - May 2006 


Lentils are a cool season 
crop with a restricted root 
system which is only 
moderately resistant to high 
temperatures and drought. 
They do not tolerate water 


Canada 


logging, flooding or soils with high salinity. 
In the Prairie Provinces of Canada, lentils 
are best suited to the Brown and Dark 
Brown soil zones, but can be grown 
successfully in the Black soil zone in years 
without excessive moisture. Lentils work 
well in a rotation with cereals, such as 
spring or durum wheat. Nitrogen fertilizer 
is not recommended because lentils 
possess the ability to fix nitrogen in 
nodules on the roots, where 
it can be used for plant 
growth. The nitrogen fixed 
by lentils is also used by 
other crops in the following 
years. To maximize the 
nitrogen fixation ability, lentil 
seed should be inoculated. 
Lentils require 90-100 days 


Canada 
Turkey 
Australia 


to mature and should be Hess States 
seeded as soon as the Syria 
average soil temperature is} China 
greater than 5° Celsius. Nepal 

Other 
Canadian production Total 


reached a record of 1.28 Mt 
in 2005-2006. Canada is 
the main producer of the 
green type of lentils in the 
world, accounting for about 
75% of world production. 
However, production of the 
red type has been 
increasing and Canada has 
become a major producer. 
Canadian production of 
dark green speckled and 
brown types is small, 
accounting for only about 


Bangladesh 
Sri Lanka 
Egypt 
Colombia 
Spain 
Algeria 
Pakistan 
Sudan 
Mexico 


2% of total Canadian lentil | India 
production. The Canadian | France 

lentil harvest generally Italy 

occurs during the period Saudi Arabia 
from mid-August to early Peru 
October. Germany 


United Kingdom 
United States 
Eritrea 

Ecuador 

Haiti 

Chile 

Belgium 

Greece 


Most of the lentils produced 
in Canada have a green 
seed coat and yellow 
cotyledon. They are 
normally referred to as large 
green, medium green and 
small green, based on the 
seed size. The large green 
type includes the Laird, 
Glamis, Sovereign, 
Grandora, Plato and Sedley 
varieties. Their seed size is 
60-70 grams/1000 seeds. 
The medium green type 
includes the Richlea, 
Vantage and Meteor 
varieties, with seed size of 
50-55 grams/1000 seeds. 


Ethiopia 
Venezuela 
Brazil 
Turkey 
Other 
Total 


United Arab Emirates 


The small green type includes the Eston, 
Viceroy and Milestone varieties, with seed 
size of about 35 grams/1000 seeds. 
Canadian red type of lentils have a brown 
or pale green seed coat with red 
cotyledons. The red type varieties include 
Crimson, Redcap, Redberry, Robin, Blaze, 
Rouleau and Rosetown, with seed size of 
30-40 grams/1000 seeds. 


WORLD: LENTIL EXPORTS 


2000 2001 2002 2003 


100 150g no PATE 
134 218 242 85 
131 106 86 83 
78 97 102 94 
16 1 11 70 
18 14 21 33 
2 15 28 30 
38 63 98 95 


2000 2001 


2002 2003 


80 Oe On 2) 
id Ii See 100 61 
67 50 65 53 
50 47 47 47 
1s 47 63 67 
37 68 67 81 
22 14 20 14 
26 31 29 29 
21 87 67 38 
36 32 31 32 
28 28 2 31 
15 20 Zh 24 
25 28 2f 20 
37 26 21 21 
13 6) Me ihe 
8 10 Ad 13 

a 6 2 12 
15 UP 16 13 
4 3 4 6 
Az, qt 16 14 
2 9 7 2 
12 (Ve 13 10 
i 2 41 10 

8 4 1 10 
15 te 16 8 
7 12 $ =. 
141 99 23 17 
180 180 _ 154 231 
1,075 1,138 1,085 1,109 


n/a: not available 
The difference between imports and exports is attributed to the timing of 
delivery and less complete reporting for imports. 


Source: FAO, Statistics Canada, USDA and Global Trade Atlas - May 2006 


Marketing 
All of the lentils produced in Canada are 
sold on the open market to dealers. With 
the increase in production, the number of 
dealers across the Prairie provinces who 
buy, clean and ship lentils to domestic and 
export customers has increased to about 
50. There are several processing plants 
in Saskatchewan capable of de-hulling 
and splitting red and green types of lentils 
for the world market. 


Lentils are shipped to ports 
mainly bagged in 
containers, although bulk 
shipments have been 
increasing with the building 


ue bi of suitable handling 

437 Ala facilities. From the ports to 
83 160 | Overseas customers, they 
71 n/a | are shipped mainly bagged 
37 34 in containers, although 
15 n/a | Some are also shipped bulk 
84 n/a | in containers or bulk inside 


the hold of ships. Most of 
the Canadian lentils are 
exported through the ports 
of Vancouver and Montreal. 
In addition to whole lentils, 
Canada also exports split 
lentils. The export of split 


93 n/a | lentils has been increasing, 
89 n/a| as Canadian splitting 
63 67 | capacity expanded through 
A 54 | the construction of new 
39 86 | plants. 
36 n/a 
32 n/a} Exports 
a1 30 | Canada exports about 70% 
Zt n/a | of its production, while most 
27 33 | other major producers 
27 28 | export a relatively small 
26 n/a | portion of their production. 
25 n/a | Canadian lentil exports are 
24 20 | dispersed throughout the 
18 20 | world. The main importing 
16 14 | countries in each region 
16 n/a | are: Europe (ltaly, 
15 n/a} Germany, Spain, Belgium, 
15 n/a| France, Greece), Middle 
14 16 | East (Turkey, Egypt, United 
12 12] Arab Emirates), Africa 
11 13 | (Algeria, Morocco) South 
10 n/a} America (Colombia, 
10 n/a} Venezuela, Ecuador, Chile, 
9 14] Brazil, Peru), North 
9 11] america (Mexico, US) and 
6 64 | Asia (India, Pakistan). 
Was: n/a 
1,024 n/a 


Although the large green 
type of lentils is exported all 
over the world, the main 
destinations are north- 
western and southern 


Europe, Algeria, South America, and 
Central America. The medium green 
type is exported mainly to north-western 
Europe, Spain, Algeria, Morocco and the 
US. The small green type is exported 
mainly to Morocco, Greece, Italy, Egypt, 
and Mexico. The red type is exported 
mainly to southern Asia, the Middle East 
and northern Africa. The dark green 
speckled type is exported mainly to 
France and the brown type mainly to 
Spain. 


Domestic Use 
Canadian domestic use 
(which includes food, 
feed, seed, dockage, 


Organisations 

The Canadian Grain Commission 
administers quality control standards for 
lentils. The grades are No.1, 2, 3 and 
extra 3 Canada other than Red, and No.1, 
2, 3 and extra 3 Canada Red. Lentils 
which do not meet the listed grade 
standards are graded Sample Canada. 
The major quality concerns in lentil 
grading are damage due to heating and 
peeling, split or broken seed, seed 
discolouration, as well as foreign material. 
For further information, or to access the 
Official Grain Grading Guide, please visit 


CANADA: LENTIL SUPPLY AND DISPOSITION 


and waste) accounts for 2002 2003 2004 
about 30% of August - July crop year -2003 -2004 ~-2005 
production. Seeded Area (kha) 601 554 778 

; Harvested Area (kha) 387 536 750 
Prices Yield (t/ha) O:54ime 0.97), 81.28 


Canadian prices are 
largely determined in the 
international markets 
because Canada 


Carry-in stocks 
Production 


exports about 70% of its | Large Green 185 270 590 
production. Since Medium Green 40 70 65 
Canada produces most Small Green 38 60 180 
of the green type of Red 85 110 119 
lentils in the world, while Dark Green Speckled and Brown mk6 10 e772. 
it is a smaller producer Total Production 354 520 962 
of the red type, the level | Imports £9 65 10 
of production in Canada _ | Total Supply 494 580 1,010 
has much more Exports 

influence on green type | iddle East 16 54 62 
prices than on red type South America 109 106 139 
prices. The substitution Europe 68 82 92 
of one type of lentil with Africa 43 44 85 
another is very limited. Asia 56 41 33 
Therefore, it is common Central America and Antilles 23 28 33 
for wide price spreads to United States 5 a2 pez, 
exist between different | Total Exports 320 367 451 
types of lentils. Since Total Domestic Use aU) AW Sal: 
there is no futures Total Use 439 542 765 


market for lentils, prices 
are negotiated directly 
between dealers and 
customers, based on 
supply and demand 
factors for each type of 
lentil, for immediate 
delivery or for delivery at 
some future date. 


Carry-out Stocks 


Yield (Ib/ac.) 


Large Green 


Some lentils are grown | Medium Green 


under production 
contracts, which 
guarantee a price for 
part of the production, 
but most are sold on the 
spot market. 


Small Green 


Red 


Stocks-to-use ratio (%) 


Seeded Area (kac.) 
Harvested Area (kac.) 


* Saskatchewan, No. 1 Canada grade 
f: forecast, Agriculture and Agri-Food Canada, May 2006 
Source: Statistics Canada and AAFC 


Average producer price * 


$/t 


1,324 1,853 
816 866 1,144 
650 452 419 


the CGC website: 
(www. grainscanada.gc.ca) 


The Canadian Special Crops 
Association (CSCA - 
http://www.specialcrops.mb.ca/) 
establishes trade rules and serves as a 
forum for exporters, dealers and brokers 
involved in the industry of trading 
Canada’s pulse and special crops, 
including lentils. The website includes a 
section where buyers can submit a 
request for prices. 


Pulse Canada 
(www.pulsecanada.com) 
is an industry 


2005 2006 | organization, with the 
-2006 2007f} CSCA and provincial 
884 535 | pulse growers’ 

862 508 | Organizations as 

1.48 4.23 members. It is involved 


in market development, 
market access, policy 
issues and coordination 
of scientific research. 


245 


760 290 | The website contains 
70 20 | information on pulse 
190 85] crops, markets, and 
240 220 | health and nutrition. 
18 wet 
1,278 625 | Pulse Innovation 
10 10 | Project (PIP) 
1,533 1,225 | PIP is managed by 
Pulse Canada and 
175 180 funded mainly by a 
150 145 | M$3.2 contribution, over 
125 120 | three years starting in 
100 109 | 2005, from Agriculture 
45 5Q | and Agri-Food Canada 
38 4Q | under the Science and 
7 5] Innovation pillar of the 
640 640 | Agricultural Policy 
303 235 Framework. The goal of 
943 875 | the PIP is to stimulate 


innovation in product 
development by 
understanding industry 
needs and targeting 
research that will boost 


2,130 1,255] the incorporation of 
1,323 1,098 pulses, including lentils, 
into food and industrial 
265 287 | products. It will support 


the development and 
commercialization of 
products by working with 
food processors and 
ingredient manufacturers 
to ensure that the end 
results are foods that will 
be found on grocery 
store shelves, targeting 
products that are 


economic, convenient and enhance 
nutrition and health. In addition, PIP will 
explore and support industrial avenues for 
pulses to ensure the maximum value 
added opportunities for producers. 


USE 


On average, about 70% of all lentils are 
consumed in the countries where they are 
produced. Total world use has been 
trending upwards during the past 10 
years. 


Lentils are generally used for food. They 
are canned or packaged, whole or split, for 
retail sale, or processed into flour. They 
are then used in soups, stews, salads, 
casseroles, snack food and vegetarian 
dishes. In southern Asia, split red lentils 
are used in curries. Lentil flour is added to 
cereal flour to make breads, cakes and 
baby foods. Lentils are often used as a 
meat extender or substitute because of 
the high protein content and quality. 
Lentils have a shorter cooking time than 
other pulses and do not need to be pre- 
soaked. 


Only a relatively small volume of low 
quality lentils are used for livestock feed, 
however nutritional analysis indicates that 
they make an excellent feed. 


Healthy Diet 

Pulses, including lentils are increasingly 
being used in health-conscious diets to 
promote general well-being and reduce 
the risk of illness. They are low in fat, low 
in sodium, cholesterol free, high in protein, 
and are an excellent source of both 
soluble and insoluble fibre, complex 
carbohydrates, and vitamins and minerals, 
especially B vitamins, potassium and 
phosphorus. 


Since lentils are low in fat, low in sodium 
and are cholesterol free, they are an 
excellent heart healthy food that may be 
beneficial to the prevention of 
cardiovascular disease. Lentils are an 
inexpensive, high quality source of protein. 
Studies have shown that whole pulses 
(including lentils) have demonstrated 
cholesterol and lipid lowering effects in 
humans. 


Studies have reported the beneficial 
effects of soluble dietary fibre on 
cardiovascular disease in humans, 
especially in lowering both total serum and 


LDL-cholesterol levels. In addition, clinical 
research has shown soluble fibre to be 
beneficial in the management of type-2 
diabetes. Insoluble dietary fibre 
consumption can be beneficial to a healthy 
colon and has been associated with 
reducing the risk of colon cancer. Diets 
high in fibre have demonstrated beneficial 
effects on weight loss because they 
deliver more bulk and less energy. 


Lentils are an excellent source of the B 
vitamin folate which is an essential 
nutrient. In addition, folate consumption 
during pregnancy has been shown to 
reduce the risk of neural tube defects. 


Flour made from lentils is gluten free and 
is a very nutritious option for people with 
celiac disease. 


OUTLOOK: 2006-2007 


World 

World production is forecast to decrease 
by 17% from 2005-2006, to 3.46 Mt, 
mainly due to lower production in Canada. 
Canada’s share of world production is 
expected to decrease to 18% from 31% in 
2005-2006. World supply is forecast to 
decrease by only 6% to 4.36 Mt, as 
higher carry-in stocks offset most of the 
decrease in production. Canada’s share 
of world supply is expected to decrease 
to 28% from 33% in 2005-2006. Total 
world use is forecast to increase, while 
carry-out stocks fall sharply. 


Canada 

Area seeded to lentils in Canada is 
expected to decrease by 40%, according 
to Statistics Canada’s seeding intentions 
survey. The sharp decrease in expected 
seeded area is due to historically low 
prices and high carry-in stocks for green 
lentils. Since the survey was conducted 
during March 17-31, 2006, the actual 
seeded area may differ from the 
intentions due to changes in the market 
outlook and expected prices, and 
producer reaction to the seeding 
intentions report. Assuming normal 
precipitation for the growing and harvest 
periods, and the resulting normal 
abandonment and trend yields, 
production is expected to decrease by 
51% from 2005-2006 to 625,000 tonnes. 
In 2005-2006, average yields were 
significantly above trend. The main 
factor to watch is precipitation during the 


4 


growing and harvest periods. At the start 
of seeding, soil moisture reserves in the 
lentil growing areas were generally 
average to above average. Production is 
expected to decrease for all types, with a 
moderate decrease for red lentils, and a 
large decrease for green lentils. 


Supply is forecast to decrease by only 
20% to 1.23 Mt, due to higher carry-in 
stocks. Exports are expected to be similar 
to 2005-2006. Carry-out stocks are 
forecast to decrease sharply to 0.35 Mt, 
with the stocks-to-use ratio decreasing to 
40%. Average producer prices are 
forecast to increase from 2005-2006 
because of the lower world and Canadian 
supply. However, prices could be very 
volatile, especially for the green types, if 
there are any production problems. 


For more information, please contact: 


Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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MANITOBA 


CANADA: ESTIMATED RETURNS NET OF VARIABLE COSTS, 2006-2007 
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SASKATCHEWAN: Brown Soil Zone - conventional seeded stubble 
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SASKATCHEWAN: Black Soil Zone - conventional seeded stubble 
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Projected Returns ~ 
Projected Yield (t/ha) 


Forecasted Price ($/t) * 
Projected Revenue ($/ha) 


Returns Net of VC($/ha 

1/ 2006 Manitoba Agriculture, Food and Rural Initiatives variable costs. 2/ AAFC forecast, May, 2006 
3/ AAFC forecast prices for 2006-07. For wheat, durum and malting barley, the April 2006-07 CWB PRO is used. 

4/ 2006 Saskatchewan Agriculture, Food and Rural Revitalization 5/ Off-Board 


* CWRS: 13.5% protein / CWAD: 13.0% protein / CERW 12.0% protein 
Totals may not add due to rounding. 
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CANADA: ESTIMATED RETURNS NET OF VARIABLE COSTS, 2006-2007 


ALBERTA: Brown Soil Zone - stubble, except durum, canola and mustard 


| Wheat | Barley | Canola 


[eae Pires 
Ey rane ea 
eT ae 


Projected Returns ~ 
Projected Yield (t/ha 
Forecasted Price ($/t) ~ 


| Wheat |_ Barley | alates 
es ons Green (food) 
Variable Costs 


i ee ee ea ee eee VILL ene ane ee Et ee ee ena 
ee 146 
aa ES ee Eee reese 
26 26 26 

Ramee 
Projected Returns 7 1cwl 1cwl CO 2CANT Feed] ~——1. CANT 
Forecasted Price ($it)” [| 144) tor] —s8]SCSC*~*«éO 14g 112858 
360) 364 2 EEE Ee: enn 
ream | 
[Returns NetofVC($/ha) [| 13] 10S) CS Er) a) 


Dry Beans 


White Pea 


a n 
o 

© (0) 
i a. 
> 

QO 

ao 

q 

o 

8) 

ne 

= 

® 

— 

=e 

F 


Other(includes drying 


1CERW| 1CERW*| _ Feed| 2 CE 
Projected Yield (vha) [5.00] 4.26] 3.30]. 
Forecasted Price (Sit) [13h 150] 105 Z 
Projected Revenue ($/ha) [650] 636] 347 


Returns NetofVC($/ha)_ | 257] 166 2 ie Be ee ee 


9 


= 


1/2006 Alberta Agriculture, Food and Rural Development variable costs. 2/ AAFC forecast, May, 2006 
3/ AAFC forecast prices for 2006-07. For wheat, durum and malting barley, the April 2006-07 CWB PRO is used. 
4/ 2006 Ontario Ministry of Agriculture and Food. 5/ Off-Board 


* CWRS: 13.5% protein / CWAD: 13.0% protein / CERW 12.0% protein 
Totals may not add due to rounding. 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada’s (STC) survey of seeding intentions for 2006 indicates that the total area seeded to grains and 
oilseeds is expected to decrease by 1% from 2005. The areas seeded to winter wheat, spring wheat, oats, flaxseed, 
corn and soybeans are expected to increase but the areas seeded to durum wheat, barley, rye and canola are 
expected to decrease. Summerfallow area in western Canada is expected to increase by 15% or 628,000 hectares, 
from 2005, contrary to the long term trend, reflecting farmer uncertainty about seeding decisions. The actual 
seeded areas may differ from the intentions due to changes in the market outlook and expected prices, producer 


reaction to the STC report and soil moisture conditions at the time of seeding. 


April 28, 2006 


The total production of grains and oilseeds in Canada is forecast by Agriculture and Agri-Food Canada to decline 
by 7%, to 62.1 million tonnes, (Mt) versus the 10-year average of 59.9 Mt. Production is forecast to decline by 8%, 
to 46.6 Mt, in western Canada and by 3%, to 15.5 Mt, in eastern Canada. Normal abandonment, trend yields and 
normal crop quality are assumed for both western and eastern Canada. In general, soil moisture reserves are 
adequate. Total exports and domestic use are each forecast to increase by 4%. The price changes for wheat and 
durum, compared to 2005-06, are mixed, depending on the grade and class of wheat. Prices for canola, feed barley 
and corn are expected to strengthen but prices for soybeans and oats are forecast to decline. Prices will continue to 
be pressured by the strong Canadian dollar. The market outlook is very tentative due to the high degree of 
uncertainty regarding global supply and demand conditions. The major factors to watch are: US winter wheat 
conditions, weather and growing conditions in the major producing countries, import demand from China, EU 
export subsidies, increased demand for biofuel, ocean freight rates and the Canada/US exchange rate. 


DURUM 

For 2006-07, production is forecast to 
decline by 39% due to lower area seeded 
and yields. Despite high carry-in stocks, 
most of which is lower quality durum, 
supply is forecast to fall significantly to 
only slightly above the 10-year average. 
Exports are expected to decrease by 12%, 
due to lower import demand from North 
Africa which is expected to increase its 
production. Carry-out stocks are forecast 
to decrease to near-normal level. The 
CWB Pool Return Outlook (PRO) for No. 
1 CWAD is down marginally from 2005-06 
as a result of lower demand. 


WHEAT (ex-durum) 

Production is forecast to rise by 6%, as 
larger area is partly offset by lower yields. 
Supply is also expected to increase due to 
higher carry-in stocks. Exports are forecast 
to increase by 1.6 Mt, as a result of 
significantly higher production in Ontario 
and an increased supply of high quality 
wheat in western Canada. Wheat feeding is 
expected to increase, due to the large carry- 
in stocks of feed wheat. Carry-out stocks 
are expected to fall marginally but remain 
historically high. The CWB PRO for No. 1 
CWRS is down slightly from 2005-06, as a 
result of higher expected supply. Returns 
for lower quality wheat are, in general, 
slightly higher. 


BARLEY 

Production is forecast to decrease by 10% 
due to lower area and yields. Supply is 
expected to be further reduced by low 
carry-in stocks. Exports are forecast to 
decrease by 15% to a normal level as the 
decrease in feed barley exports is only 
partially offset by higher exports of malting 
barley. Despite lower exports and 
domestic feed use, carry-out stocks are 
expected to fall significantly as a result of 
lower supply. The average off-Board feed 


barley price is forecast to increase by $20/t 
from 2005-06 to $130/t, for No.1 CW I/S 
Lethbridge. The CWB PRO for feed barley 
Pool A is $113/t vs. $117/t for Pool B in 
2005-06. The CWB PRO for SS2R 
malting barley decreased to $161/t, 
pressured mainly by strong export 
competition from Australia. 


CORN 

Production is forecast to fall by 7%, as 
lower yields more than offset slightly 
higher seeded area. Imports are forecast to 
increase significantly, as a result of lower 
domestic supply and strong demand for 
ethanol production and animal feed. Carry- 
out stocks are forecast to drop by over 
25%. The average price at Chatham 
elevator is forecast to increase by $20/t to 
$120/t largely due to higher US corn prices. 


OATS 

Production is forecast to rise by 20% due to 
larger area and a return to normal 
abandonment rates. Supply is expected to 
increase as higher production more than 
offset lower carry-in stocks. Exports are 
forecast to be the same as 2005-06, as 
strong US import demand is offset by more 
competition from the EU. While feed use 
is expected to rise significantly, carry-out 
stocks are projected to rise by about 20%. 
CBoT oat nearby futures prices are forecast 
to decrease by C$15/t from 2005-06 to 
$125/t, narrowing the US price premium of 
oats over corn. 


CANOLA 

Production is forecast to decrease by 24% 
to 7.3 Mt because of lower area and yields. 
Supply is also expected to decrease 
significantly, but remain historically high, 
due to the sharp increase in carry-in stocks. 
Exports are forecast to equal the record 
anticipated for 2005-06. Domestic crush is 
not expected to increase from the record 


high of 2005-06 due to constrained crush 
capacity. Carry-out stocks are forecast to 
decrease significantly which will support 
prices that are expected to rise from the low 
of 2005-06. Prices will be pressured by 
lower US soyoil prices. 


FLAXSEED (excluding solin) 
Production is expected to increase as higher 
area more-than offsets the drop in yields. 
Supply is expected to rise sharply because 
of burdensome carry-in stocks resulting 
from high production in 2005-06 and low 
EU imports. Although exports and total 
domestic use are forecast to rise, carry-out 
stocks are expected to increase to 0.6 Mt 
vs. the 10-year average of 0.2 Mt. Asa 
result, prices are forecast to decline. 


SOYBEANS 

Production is forecast to decline by 2%, as 
lower yields more than offset the rise in 
area. Supply is forecast to decrease slightly 
although the decline is moderated by a 
projected rise in imports. Exports are 
forecast to increase to a record high but 
domestic crush is expected to be the same 
as 2005-06. Carry-out stocks are forecast 
to remain stable while prices continue to be 
pressured by low US soybean prices. 


FURTHER INFORMATION: 

Wheat ....Bobby Morgan (204) 984-0680 
Hs secccceseosnenoase morganb@agr.gc.ca 

Coarse Grains...Joe Wang ......... 983-8461 
Ma ies sastectsecsasceenss wangjz@agr.gc.ca 

Oilseeds....Chris Beckman......... 984-4929 
Beem al ee atecorsseose=es beckmac@agr.gc.ca 

Fred Oleson, Chief ..............s0000 983-0807 
email A 2riierectacccencosss olesonf@agr.gc.ca 


www.aer.ge.ca/mad-dam 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION April 28, 2006 


Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 
Grain and Seeded Harvested Yield Production Imports (b) Supply Exports(c) Use(e) Dockage Use (d) Stocks Price (f) 


Crop Year (a) thousand ha tha —_-—----—--——-—-—---—-——-thousand metric tonnes-—----------—--—---—-_---—__-—_-_-—-—-—_—— St 


Durum 

2004-2005 2,230 2,141 2.32 4,962 1 6752 3,218 254 536 1,013 PAS 201 
2005-2006F 2,341 2,297 2.58 5,915 1 8,436 4,200 255 686 1,136 3,100 177* 
2006-2007F 1,639 1,606 2.24 3,600 1 6,701 3,700 260 561 1,001 2,000 5s. 
Wheat Except Durum 

2004-2005 8,169 elie 2.71 20,898 13 25,203 11,593 2,845 4,521 8,138 5,471 190 
2005-2006F Thay 7,530 PEIEY 20,860 15 26,347 12,400 2,885 4,175 7,947 6,000 186* 
2006-2007F 8,729 8,549 2.60 22,200 10 28,210 14,000 3,150 4,355 8,310 5,900 O2ae 
All Wheat 

2004-2005 10,399 9,862 2.62 25,860 14 31,955 14,812 3,099 5,056 9,151 7,992 
2005-2006F 10,094 9,826 Zale 26,775 16 34,783 16,600 3,140 4,861 9,083 9,100 
2006-2007F 10,368 10,155 2.54 25,800 11 34,911 17,700 3,410 4,916 9,311 7,900 

Barley 

2004-2005 4,678 4,050 3.26 13,186 83 Oeil 1,863 268 9,358 10,019 3,489 2 
2005-2006F 4,440 3,889 1724, 12,481 35 16,005 2,700 260 9,740 10,405 2,900 100-120 
2006-2007F 4,204 3,675 3.07 11,295 30 14,225 2,300 270 9,350 10,025 1,900 120-140 
Corn 

2004-2005 1,185 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 100 
2005-2006F 1,124 1,096 8.63 9,461 1,600 12,862 250 2,500 8,597 HM 1,500 85-105 
2006-2007F 1,140 OS 7.96 8,800 3,300 13,600 200 3,300 8,985 12,300 1,100 110-130 
Oats 

2004-2005 1,995 p35 2.80 3,683 26 4,497 1,675 118 1,560 1,834 988 131 
2005-2006F 1,853 1,326 2.59 3,432 15 4,435 1,700 140 1,525 1,835 900 130-150 
2006-2007F 2,181 1,600 2.58 4,130 15 5,045 1,700 140 1,930 2,245 1,100 115-135 
Rye 

2004-2005 284 165 253 418 1 487 122 48 155 220 145 69 
2005-2006F 226 148 2.42 359 1 505 120 48 190 255 130 65-85 
2006-2007F 207 135 2.30 310 1 441 150 48 146 211 80 80-100 
Mixed Grains 

2004-2005 220 111 2.87 318 0 318 0 0 318 318 0 
2005-2006F 209 109 2.78 303 0 303 0 0 303 303 0 
2006-2007F 175 105 2.86 300 0 300 0 0 300 300 0 

Total Coarse Grains 

2004-2005 8,362 6,713 3.94 26,442 2,531 33,074 3,902 2,828 19,342 22,749 6,424 
2005-2006F 7,852 6,568 3.96 26,036 1,651 34,111 4,770 2,948 20,356 23,911 5,430 
2006-2007F 7,907 6,620 Ss 24,835 3,346 33,611 4,350 SiS 20,711 25,081 4,180 

Canola 

2004-2005 5,319 4,938 1.57 7,728 108 8,444 3,412 3,031 328 3,403 1,629 309 
2005-2006F 5,491 D205 1.84 9,660 125 11,415 5,000 3,400 470 3,915 2,500 255-295 
2006-2007F 4,693 4,535 1.61 7,300 150 9,950 5,000 3,400 405 3,850 1,100 270-310 
Flaxseed 

2004-2005 728 528 0.98 Siz 39 648 468 n/a n/a 151 30 n/a 
2005-2006F 842 803 theskss 1,082 35 1,147 475 n/a n/a 172 500 265-295 
2006-2007F 909 883 e225 1,100 20 1,620 700 n/a n/a 295 625 225-265 
Soybeans 

2004-2005 1,229 1,178 2.59 3,048 393 3,581 1,122 1,610 457 2,190 270 248 
2005-2006F 1,176 1,169 2.70 3,161 300 3,731 1,250 1,650 471 2,231 250 210-240 
2006-2007F PTA 1,244 2.50 3,110 350 3,710 1,350 1,650 360 2,110 250 195-235 
Total Oilseeds 

2004-2005 UPA 6,643 1.70 11,293 540 12,674 5,002 n/a n/a 5,743 1,929 
2005-2006F 7,510 Pe 1.92 13,904 460 16,293 6,725 n/a n/a 6,318 3,250 
2006-2007F 6,873 6,662 es 11,510 520 15,280 7,050 n/a n/a 6,255 1,975 

Total Grains And Oilseeds 

2004-2005 26,038 23,219 2.74 63,596 3,085 77,703 23,715 n/a n/a 37,643 16,345 
2005-2006F 25,456 23,620 2.82 66,715 2,127 85,186 28,095 n/a n/a 39,311 17,780 
2006-2007F 25,148 23,437 2.65 62,145 3,877 83,802 29,100 n/a n/a 40,647 14,055 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Total excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western delivery points); Canola 
(No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board Pool Return Outlook — March 23, 2006 ** Canadian Wheat Board Pool Return Outlook — April 27, 2006 


F: Forecast; Agriculture and Agri-Food Canada — April 28, 2006 
Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 


a wy Agriculture and Agriculture et 
Agri-Food Canada Agroalimentaire Canada 


CANADA: PULSE AND SPECIAL CROPS OUTLOOK April 28, 2006 


For 2006-07, the total area seeded to pulse and special crops in Canada is expected to decrease by 14% from 2005-06, as higher areas 
for dry peas, chickpeas, sunflower seed and buckwheat are more than offset by lower areas for lentils, dry beans, mustard seed and 
canary seed. Statistics Canada’s (STC) seeding intentions survey, conducted during March 17-31 and released on April 25, provided 
estimates for most pulse and special crops by province, but in some cases the area seeded has been forecast by AAFC. The actual 
seeded areas may differ from the intentions due to changes in the market outlook and expected prices, producer reaction to the STC 
seeding intentions report and soil moisture conditions at the time of seeding. To date, only a small amount of seeding has been 
completed. It is assumed that precipitation will be normal for the seeding, growing and harvest periods, and that the abandonment 
rate and quality will be normal. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are good 
in most areas, although there are dry areas in northern Alberta and areas of excessive moisture in Manitoba and Saskatchewan. 


Total production in Canada is forecast to decrease by 17%, from 2005-06, to 4.41 million tonnes (Mt). Total supply is expected to 
decrease by 12% to 5.90 Mt, as higher carry-in stocks offset some of the decrease in production. Exports and carry-out stocks are 
forecast to decrease because of lower supply. Average prices, over all types, grades and markets, are forecast to increase for dry 
peas, lentils, mustard seed and canary seed, decrease for dry beans and chickpeas, and be the same for sunflower seed and 
buckwheat. The main factors to watch are weather conditions, especially precipitation, during the seeding, growing and harvest 
periods in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar and other currencies, 
ocean shipping rates and growing conditions in the major producing regions, especially the United States, the European Union, 
Turkey, Australia, India and Mexico. 


DRY PEAS beans, and remain relatively stable for white CANARY SEED 

For 2006-07, production and supply are pea, Great Northern, pinto, light red kidney, For 2006-07, production and supply are 

forecast to decrease, as lower yields more black, small red and pink beans. Inthe US, _ forecast to decrease due to a 34% lower 

than offset the 2% increase in seeded area. production is expected to decrease by 4% to _ seeded area and lower yields. World supply 

Production is expected to decrease for 1.13 Mt, while supply increases by 3% to is forecast to decrease by 21% to 345,000 t. 

yellow, green and other types. World supply 1.37 Mt due to higher carry-in stocks. Canadian exports are expected to remain 

is expected to increase only slightly to Canadian exports are forecast to decrease due _ stable in line with stable demand, while 

12.3 Mt as higher production, mainly inthe _ to the lower supply. Carry-out stocks are carry-out stocks decrease, with a s/u of 45%. 

US and EU, is mostly offset by lower carry-in expected to decrease, with a s/u of 6%. The The average price is forecast to increase 

stocks. Canadian exports are forecast to average price, over all classes and grades, is__ because of the lower supply. 

decrease because of lower Canadian supply _ forecast to decrease because of the higher US 

and lower demand in the EU feed markets, supply. SUNFLOWER SEED 

while domestic use increases marginally. For 2006-07, production and supply are 

Carry-out stocks are forecast to decrease, CHICKPEAS forecast to increase due to a 10% higher 

with a s/u of 6%. The average price, over all For 2006-07, production and supply are seeded area, lower abandonment and higher 

types, grades and markets, is expected tobe _ forecast to increase, as a 51% higher seeded _ yields. US supply is expected to decrease by 

slightly higher than in 2005-06 due to the area more than offsets lower yields. 15% to 1.63 Mt. World supply is forecast to 

lower Canadian supply. Production is expected to increase for all decrease slightly to 30.2 Mt. Canadian 
types, large kabuli, small kabuli and desi. exports are forecast to increase because of the 

LENTILS World supply is expected to decrease by 3% higher supply. Carry-out stocks are expected 

For 2006-07, production and supply are to 9.0 Mt, as an increase for the kabuli type is _ to increase, with a s/u of 13%. The average 

forecast to decrease sharply due to a 40% more than offset by a decrease for the desi price is forecast to be the same as in 2005-06, 

lower seeded area and lower yields. type. Although Canadian exports are forecast as pressure from higher Canadian supply is 

Production is expected to decrease sharply to increase because of the higher supply, offset by support from lower US supply. 

for large, medium and small green lentils. carry-out stocks are expected to rise, with a 

Although the seeded area is forecast to s/u of 21%. The average price, over all types BUCKWHEAT 

increase for red lentils, production is and grades, is forecast to decrease due to For 2006-07, Canadian production and 

expected to decrease moderately due to lower higher world supply of the kabuli type, which supply are forecast to remain stable, as a 

trend yields. Carry-in stocks are forecast to accounts for about 85% of Canadian higher seeded area is offset by lower yields. 

be high for green lentils, but low for red production. The average price is expected to be the same 

lentils. World supply is forecast to decrease as in 2005-06. 

by 5% to 4.4 Mt. Canadian exports are MUSTARD SEED 

expected to remain relatively stable and For 2006-07, production and supply are FURTHER INFORMATION: 

carry-out stocks are forecast to decrease forecast to decrease because of a22% lower Stan Skrypetz ..........sereeeeees (204) 983-8972 

sharply, with a s/u of 43%. The average seeded area and lower yields. Production is Heat il Forerccscsecccecncenss skrypetzs@agr.ge.ca 

price, over all types and grades, is forecast to expected to decrease for all types, yellow, Fred Oleson, Chief .............. (204) 983-0807 

increase because of the lower supply. brown and oriental. A significant portion of Benin aa il hk Sates Pah conseees olesonf@agr.gc.ca 
the carry-in stocks is expected to be low 

DRY BEANS quality seed. Exports are expected to rise due www.agr.gc.ca/mad-dam/ 

For 2006-07, production and supply are to higher demand and carry-out stocks are 

expected to decrease, as a 20% lower seeded _ forecast to decrease, with a s/u of 51%. The — LAMAD\OUTLOOK\S&D\SpCrops\2006\April\apr2006se_e.doc 

area more than offsets lower abandonment average price, over all types and grades, is 


and higher yields. Production is forecast to expected to increase due to the lower supply. 
decrease for dark red kidney and cranberry 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION April 28, 2006 


Total 
Area Area Total Domestic Use Carry-out Average 
Grain and Seeded Harvested Yield Production Imports(b) Supply Exports (b) (d) Stocks Price (e) 


Crop Year (a thousand ha vha_--------------------------------thousand metric tonnes-----------------------------—--- 

Dry Peas 

2002-2003 1,297 1,050 1.30 1,365 41 1,681 626 745 310 210 
2003-2004 1,303 eZ 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005 1,388 1,345 2.48 3,338 57 3,600 1,853 ln tey2 595 135 
2005-2006f 1,366 1,319 2.35 3,100 90 3,785 2,300 1,185 300 105-135 
2006-2007f 1,398 1,349 2.19 2,950 100 3,350 1,950 1,200 200 110-140 
Lentils 

2002-2003 601 387 0.91 354 fe) 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 367 175 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006f 884 862 1.48 1,278 10 12533 635 298 600 220-250 
2006-2007f 535 508 23 625 10 14235 640 225 370 245-275 
Dry Beans 

2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 PX ANG} 356 oi 482 344 83 55 495 
2004-2005 163 126 etAs 220 28 303 PATE 72 | ) 650 
2005-2006f 200 177 1.84 326 40 371 300 46 25 485-515 
2006-2007f 159 156 1.92 300 30 355 290 45 20 465-495 
Chickpeas 

2002-2003 221 154 1.01 156 ) 345 105 160 80 300 
2003-2004 63 63 1.08 68 2 150 74 51 25 330 
2004-2005 47 39 neo 51 4 80 47 28 5 385 
2005-2006f 79 73 1.42 104 5 114 70 34 10 470-500 
2006-2007f 119 110 1.18 130 5 145 85 35 25 395-425 
Mustard Seed 

2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005 317 304 1.01 306 1 399 119 86 194 295 
2005-2006f ZZ 206 0.98 201 1 396 130 81 185 255-285 
2006-2007f 166 160 0.88 140 1 326 140 76 110 275-305 
Canary Seed 

2002-2003 287 227 0.78 176 0 206 160 26 20 575 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006f 190 186 eZ 227 0 397 5 37 185 175-205 
2006-2007f 126 120 1.00 120 0 305 175 S35 95 195-225 
Sunflower Seed 

2002-2003 100 95 1.65 OM 21 200 105 60 So 440 
2003-2004 119 115 1610) 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006f 93 75 1.19 89 25 132 45 72 15 330-360 
2006-2007f 102 96 1.46 140 20 175 80 Us 20 330-360 
Buckwheat 

2002-2003 12 12 1.00 az 1 16 6 7 S 340 
2003-2004 9 fe) eas 10 1 14 5 7 2 355 
2004-2005 9 7 0.71 5 1 8 4 4 0 355 
2005-2006f Uf 6 eos: 8 1 fe) 4 5 0 340-370 
2006-2007f 8 if 1.14 8 1 9 4 5 0 340-370 
Total Pulse And Special Crops (c) 

2002-2003 3,036 2,399 1.16 2,788 130 3,627 1,734 9235 658 

2003-2004 2,805 2132 1s 3,680 81 4,419 2,488 1,422 509 

2004-2005 3,145 2,948 1.78 5,237 136 5,882 2,946 1,704 1,232 
2005-2006f 3,031 2,904 1.84 5,333 172 6,737 3,659 1,758 1,320 
2006-2007f 2,613 2,506 1.76 4,413 167 5,900 3,364 1,696 840 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, April 28, 2006 


Source: Statistics Canada and industry consultations. 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Corinne Bruneau: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: bruneauc@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES April 18, 2006 
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Selected Points Price Basis This week Last week Month Ago Year Ago 
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353.42 346.36 352.43 374.36 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Corinne Bruneau: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: bruneauc@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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RYE: SITUATION AND OUTLOOK 


World production of rye has decreased significantly over the last several decades, due to a steady decline in food and 
feed uses. Canadian production and exports of rye have also declined significantly since the early 1980s. For 2006-2007, 
Canadian farm prices for rye are forecast to increase, due to lower Canadian rye production and higher coarse grain 
prices. In addition, policy reform for rye in the European Union (EU) has removed some of the incentives to produce 


rye in the EU, which is expected to support rye prices and improve export opportunities for Canada, particularly in the 
US and Japan. 


Rye is a hardy cereal grain which can shorter shelf life than wheat bread. Rye is between durum wheat and rye) for rye as 
endure a variety of climates, surviving also an ingredient in the production of forage. Triticale has the hardiness and 
even in sub-zero temperatures. It is a distilled whiskey and vodka. However, low input characteristics of rye but is more 
tough, drought tolerant crop, hardier than distillers tend to only use enough rye to palatable to livestock as stored forage, 
winter wheat and grows well in erosion obtain sufficient flavour, while other dried or as silage. 
prone soil, making it useful to prevent grains, such as corn, are used as the 
erosion. Rye competes well with weeds major source for starch. WORLD PRODUCTION 
therefore reducing reliance on herbicides, 
and also requires fewer inputs than other Rye is fed to livestock animals as grain, For 2005-2006, world rye production 
crops. Area seeded to rye in the world hay or forage. The livestock industry decreased to 14.5 Mt, from 17.0 Mt in 
peaked in the 1950s and has trended perceived grain rye as having a lower 2004-2005. The EU-25 remains the 
downward due mainly to declining feed value than other grain, due to the largest rye producer at 7.7 Mt, or 53% of 
demand. presence of ergot, anti-nutritional effects world production, of which Poland and 

of pentosans, a lack of palatability and Germany produced 3.4 and 2.8 Mt, 
World rye production has decreased by reduced feed intake, the vulnerability to respectively. The elimination of price 
nearly 60%, from 35.6 million tonnes (Mt) test weight losses and sprout and heat support may have played a role in 
in 1960-1961 to 14.5 Mt in 2005-2006 due damage. lowering EU production. Russia, Belarus 
mainly to declining demand of rye for food Ukraine and China are the other major 
and feed. This trend reversed to some Rye is also planted for forage and silage producers, with production at 3.6 Mt, 
extent during the 1980s but has because of its relatively low input 1.2 Mt, 1.1 Mt and 0.6 Mt, respectively. 
accelerated since the 1990s. In Canada, requirements. However, rye is a poor Canada is a relatively small producer of 
rye production has decreased by over quality forage and part of the decline in rye and production decreased from 418 kt 
60% from the peak of 933 thousand the area seeded to rye has been due to in 2004-2005 to 359 kt in 2005-2006. 
tonnes (kt) in 1982-1983, to 359 kt in increased substitution of triticale (a cross 
2005-2006. 


World food and other non-feed uses of rye ‘ 
have declined by over 50%, from 23.2 Mt CANADA: RYE SUPPLY AND DISPOSITION 


in 1960-1961 to 10.8 Mt in 2005-2006. 
During the same period, world feed use 
for rye has decreased by nearly 60%, 
from 12.4 Mt to 5.0 Mt. In the EU, rye has 
recently started to be used in the 
production of ethanol. 


The food processing industry uses rye 
flour to make bread and other baked 
products. Rye is generally considered to 
be inferior to wheat in the industry 
because the dough made of rye lacks the 
essential elasticity and has lower gas ised weston a Se 
retention capacity. Rye bread has a 


1982-1983 1985-1986 1988-1989 1991-1992 1994-1995 1997-1998 2000-2001 2003-2004 2006-2007f 
crop year (August-July) 
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Canada 


IMPORTERS 


World rye imports are forecast to 
decrease from 973 kt in 2004-2005 to 
530 kt in 2005-2006. Japan and the US 
are the major importers, accounting for 
47% and 19% of world imports, 
respectively. Israel, South Korea, Russia 
and Turkey are minor importers. 


Japan 

Japan has been the world’s largest and 
most consistent importer of rye, with most 
of the imports used as cattle and swine 
feed. Rye imports are, therefore, strongly 
influenced by the market situation in 
domestic livestock industries. In addition, 
Japanese agricultural policies on other 
cereal grains, which are substitutes for rye 
as animal feed, also have a significant 
impact on Japanese rye consumption and 
world rye trade. 


While imports of wheat and barley into 
Japan are regulated by the Japanese 
Food Agency, the Japanese rye market is 
largely open. As a result, rye prices in 
Japan reflect world market prices and are, 
therefore, lower than regulated prices for 
wheat and barley, making rye an 
affordable feed ingredient. 


Since the early 1990s, Japanese imports 
from the EU have increased significantly, 
while imports from Canada decreased 
correspondingly. Japanese Imports from 
Canada peaked at 264 kt in 1990-1991 
but were almost zero in 2001-2002. 


In 2004-2005, Japan imported 261 kt of 
rye, of which nearly 240 kt, or over 90%, 
were from Germany. Canada, the second 
largest exporter, supplied 22 kt. For 
2005-2006, total imports by Japan are 
forecast by the United States Department 
of Agriculture (USDA) to decrease 
to 250 Kt. 


United States 

The US plays a minor role in 
world rye production. Over the 
past 10 years, US production 


imports from all origins have averaged 
about 115 kt over the last decade, of 
which over 80% are from Canada. For 
2005-2006, the US is forecast to import 
100 kt of rye versus 174 kt in 2004-2005 
and the 10-year average of 115 kt. 


US imports of rye from Canada are 
destined primarily for processing facilities 
in Minnesota and Kentucky where it is 
used for milling and distilling, respectively. 
Steady US food use, as well as declining 
EU and US production, has helped to 
support Canadian rye exports. The US 
has become Canada’s largest export 
market for rye, as the EU displaced 
Canada in the Japanese market. 


EXPORTERS 


World rye exports are expected to 
decrease from a high of 1.5 Mt in 2002- 
2003 to 530 kt for 2005-2006, of which 
57%, or 300 kt, are from the EU. Canada 
is the second major exporter at 120 kt, or 
about 23% of world exports. Ukraine and 
Belarus export 50 kt each, with a 
combined share of 18% of world exports. 
Overall, exports from the EU, Ukraine and 
Canada are expected to decrease from 
last year. 


European Union 

Rye was eligible for intervention in the EU 
under the Common Agriculture 

Policy (CAP) until the 2004-2005 crop 
year. Under the EU intervention system, 
producers were able to sell their rye at the 
intervention price, which usually was 
significantly higher than the EU domestic 
market price. EU exporters have been 
allowed to purchase rye from intervention 
storage at prices well below the 
intervention price. During the 1999-2004 
period, the export price was about €40/t, 


EU-25: RYE SUPPLY AND DISPOSITION 


crop year 
July-June 


2001 
-2004* 


2004 
-2005 


2005 
-2006f 


decreased steadily, from 227 kt in UP spe ae gee 
1996-1997 to 191 kt in 2005- Imports 316 14 40 
2006. Unfavourable government Total Supply 15,584 13.814 10.837 
policies are one of the major ‘ ; é 
factors contributing to rapid Consumption 9,393 10,075 8,600 
decline in domestic supplies. Exports 643 __676 _300 
Total Use 10,036 10,751 8,900 
As domestic production Carry-out Stocks 5,514 3,156 1,937 
decreases at a more rapid pace Intervention Stocks 4,504 2 30F Tos 


than consumption, the US 
became the second largest rye 
importer in the world. US rye 


* average 
f: forecast, USDA and AAFC, May 2006 
Source: USDA and International Grains Council. 


De 
or CAN$60/t, lower than the intervention 
price. 


During the period when rye prices were 
supported by the EU intervention system, 
the production of rye in the EU increased 
from an average of 5.6 Mt during 1993- 
1998 to an average of 10.1 Mt during 
1999-2004. Due to the weak demand in 
internal and external markets, carry-out 
stocks of rye increased significantly and 
large intervention stocks accumulated. 
For 2003-2004, EU carry-out stocks for 
rye were 3.8 Mt, of which 3.3 Mt were 
intervention stocks, all of which was in 
Germany. 


Due to the accumulation of burdensome 
stocks, rye was excluded from the EU 
intervention system in 2004-2005. This 
terminated the support price for rye and 
the flow of rye into intervention stocks. 
As a result, EU intervention stocks will 
soon be depleted. This is expected to 
lower EU production and exports and 
support world rye prices. For 2004-2005, 
despite higher production, total carry-out 
stocks in the EU decreased by 600 kt 
from 2003-04 to 3.2 Mt, of which 2.3 Mt 
were intervention stocks. 


For 2005-2006, EU rye production 
decreased to 7.7 Mt, from 10.0 Mt in 
2004-2005. EU exports, for the October — 
September year, are forecast by the 
USDA to decrease to 300 kt, from 676 kt 
in 2004-05, and EU carry-out stocks are 
expected to decrease to 1.9 Mt. 


As of May 21, 2006, total sales of rye from 
EU intervention stocks have increased to 
1.3 Mt for 2005-2006 (July-June), from 
0.9 Mt for the same period of 2004-2005. 
Sales into the EU internal market 
increased significantly, from 43 kt to 

995 Kt, including 114 kt for 
ethanol production, while exports 
dropped sharply, from 661 kt to 
328 kt. As a result, EU 
intervention stocks decreased 
from 2.3 Mt to 1.2 Mt. 


Strong demand for rye within the 
EU has supported EU internal 
prices and reduced export 
supplies. In comparison to the 
buy-in price (intervention price) of 
€101/t (CAN$142/t), sale prices of 
EU intervention stocks in recent 
month have been €70/t for 
exports, €75/t for transfer (from 
Germany to Spain), €108/t for 
sales to German domestic market 


and €80/t for sales of over 40 kt for bio- 
fuel production. 


CANADA 


Production 

Historically, about 40% of Canadian rye 
production is in Saskatchewan, while 
Manitoba and Alberta each produces 
about 20%. Small amounts are also 
produced in eastern Canada, with most of 
that occurring in Ontario. 


In Canada, most of the rye is planted in 
the fall (winter crop), but spring varieties 
are also grown. Fall rye has become 
increasingly important in Canada, as area 
seeded to spring rye declined from 15% of 
the total area seeded to rye in 1992-1993 
to 7% in 2004-2005. Fall rye winterkill 
has nearly doubled, from 16% of the 
seeded area in early 1990s to over 30% in 
recent years. Fall rye retention rates have 
remained steady at around 90% of the 
area surviving the winter, which indicates 
that there is no significant increase in 
harvesting for hay or forage. Rye yields 
were similar to winter wheat until mid- 
1990s, when yields for winter wheat 
started to increase more rapidly. 


For 2005-06, area seeded to fall rye in 
Canada decreased to 226 thousand 
hectares (kha), from 284 kha in 2004-05. 
Rye production decreased to 359 kt from 
418 kt in 2004-2005. This compares to 
the 10-year average of 351 Kt. 


CANADA: RYE 
SUPPLY AND DISPOSITION 


2006 
-2007f 


crop year 2004 2005 
August-July -2005 -2006f 
Harvested Area (kha) 165 148 
Yield (t/ha) 203 2.42 


Carry-in Stocks 68 145 
Production 418 359 
Imports 1 1 


f: forecast, AAFC, May 2006 
Source: Statistics Canada 


JAPAN: RYE IMPORTS 
FROM CANADA AND THE EUROPEAN UNION 


1985- 1987- 1989- 1991- 1993- 
1986 1988 1990 1992 1994 


crop year (July-June) 


1995- 1997- 1999- 2001- 2003- 2005- 
1996 


1998 2000 2002 2004 2006f 


Canada +s EU 


f: forecast, AAFC, May 2006 
Source: International Grains Council 


Distilling 

Canadian whiskey is well known for using 
rye for its starch and flavour. The distilling 
market is the largest commercial market 
for rye in Canada. Distillers tend to only 
use enough rye to obtain sufficient flavour 
for their products, and use other grains as 
the major source for starch. In some 
cases, the corn to rye ratio could reach 
90:10. Alberta Distiller’s Limited is the 
largest consumer of rye in Canada, while 
a few other distillers also use rye in 
smaller amounts. Industrial use for rye 
decreased from 55 kt in 1999-2000 to 
around 30 kt recently. 


Milling 

The other premium market for rye is the 
flour milling industry. However, this 
market is small, as only about 12 kt of rye 
are used as food in Canada. Rye is 
believed to have some positive 
health effects as it contains 
fibrous complex carbohydrates 
called pentosans, which may 
reduce certain types of cancer 
and heart disease. Research on 
the health benefits to humans is 
ongoing. Furthermore, based on 
USDA guidelines, rye is an 
excellent source of Iron, 
Magnesium, Selenium, Riboflavin 
and Folate. 
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Feed 


Mey) oad) 202 a The use of rye for feed has varied 
Food & Industrial Use 48 48 48] over the last 10 years, declining 
Feed, Waste & Dockage = 155 160 = 156} to the lowest level in 2002-2003 
Seed and Other Use ely, alts 17} at 42 kt, due to a shortage of 
Total Domestic Use 220 225 221 supply. Feed use increased to 
Exports 122 120 110} 155 kt in 2004-2005 and is 
forecast to increase to 160 kt in 
Cary oUt canes che thee: teed LpaNeeiy ane y is large supplies. 
Average Farm Price, 
Saskatoon ($/t) 69 80 80-100 


The nutritional value of rye grain is similar 
to that of barley, wheat, corn, and triticale. 
Research on the pentosans of rye notes 
that they affect different classes of 
livestock in different ways. Enzymes may 
need to be used to help livestock digest 
pentosans contained in rye. Broiler chicks 
can tolerate no rye with or without the 
addition of hydrolytic enzymes. Laying 
hen can tolerate and can also benefit from 
the use of rye in the diet. Ryeis a 
perfectly good and complementary 
ingredient to barley in swine diets. A 
second concern with rye is its 
susceptibility to ergot infection. The ergot 
fungus produces toxins that reduce feed 
conversion, or produce other symptoms 
that are even worse, if present in sufficient 
amounts. However, there are tolerances 
for various uses. In most rye samples 
ergot contamination is quite small. 


Exports 

Canada’s role in world rye markets has 
decreased significantly since the early 
1980s when Canada exported an average 
of over 400 kt of rye annually. Coinciding 
with the build up of EU intervention 
stocks, Canadian exports decreased to 
235 kt in the late 1980s and 175 kt in the 
1990s. 


Throughout the 1990s, Canadian exports 
of rye to Japan decreased steadily while 
Japanese imports from the EU increased. 
The decrease in Canada’s market share 
in Japan is largely attributable to the 
availability of low-priced, subsidized rye 
form the EU, and the general decrease in 
rye production in Canada. 


Canadian exports were at very low levels 
during the 1998-1999 to 2002-2003 period 
and reached the lowest level of 53 kt in 
2002-2003. Exports have since 
recovered to around 150 kt in the last few 
years. 


For 2005-2006, Canadian rye exports are 
forecast to decrease to 120 kt, with 110 kt 
to the US and 10 kt to Japan. As of 
March 2006, Canada exported 78 kt of rye 
to the US and 7 kt to Japan. 


PRICES 


In western Canada, rye prices generally 
follow closely barley prices, as barley is 
the dominant coarse grain in the region. 
Rye is usually priced at a discount to 
barley, which, according to some in the 
industry, is not fully justified by the 
difference in feed values. Less 
consistency in both quantity and quality 
and lower efficiency in the market (high 
transaction costs and low liquidity) may 
have contributed to the discount in rye 
prices. The discounts have been very 
large in those years when rye supplies 
were abnormally high. Since the food and 
industrial use of rye is inelastic, most of 
the additional supply has to be absorbed, 
sooner or later, by the feed industry. Over 
the last 13 years, the average price for 
No.1 CW rye at Saskatoon was $5/t below 
No.1 CW barley, ranging from a discount 
of $33/t in 1998-1999 to a premium of 
$27/t in 1996-1997. For 2005-2006, the 
average price for No.1 CW rye is forecast 
at $80/t at Saskatoon. 


Internationally, rye prices in 2005-2006 
have been fairly strong as consumption 
outpaced production and world carry-out 
stocks have been steadily decreasing. In 
addition, lower interventions stocks in the 
EU may have also provided support to 
prices. 


2006-2007 OUTLOOK 


World 

World rye production is forecast by the 
USDA to decrease by 9% from 2005-2006 
to 13.2 Mt, mainly due to significantly 
lower production in Russia and Ukraine, 
as a result of poor growing conditions. 
Production in the EU and Canada is also 
expected to decrease. US production is 
forecast to increase to 213 kt from 191 kt 
in 2005-2006. 


World trade is expected to increase by 7% 
from 2005-2006 to 565 kt, with imports by 
Japan decreasing slightly while imports by 
the US remain the same as 2005-2006. 
Imports by Russia and Ukraine are 
expected to increase. Exports by the EU 
are forecast to increase, despite lower 


supplies, as the EU endeavours to 
deplete intervention stocks of rye. The 
increase in EU exports is expected to go 
to other European countries. 


Canada 

Area seeded to fall rye declined by 8%, 
from 226 kha in 2005-2006 to 207 kha in 
2006-2007 because of increased 
competition from alternative crops. Yields 
are forecast to be lower than 2005-2006. 
As a result, Canadian rye production is 
forecast to decrease to 310 kt in 2006- 
2007, from 359 kt in 2005-2006. Due to 
lower production, supply in Canada is 
forecast to decrease by 7% in 2006-2007. 
Exports are forecast to decrease to 

110 kt. Domestic use is expected to 
decrease due to lower feed use. 


Prices 

Lower intervention stocks in the EU may 
continue to provide some support for 
world rye prices. Higher expected US 
corn prices, lower barley production in 
Canada and the US, and lower rye 
production in Canada are expected to 
support rye prices in western Canada. 
The farm price for rye is forecast to 
average $80-$100/t, for No.1 CW rye at 
Saskatoon, $10/t higher than in 2005- 
2006. 


MEDIUM-TERM OUTLOOK 


Rye production in Canada is not 
expected to decrease significantly from 
the 2006-2007 level, given its agronomic 
characteristics, relatively low input cost 
and the inelastic demand from food and 
industrial processing sectors in North 
America. These small food markets can 
be viewed as an opportunity for 
Canadian growers who are able to 
consistently produce high quality rye, 
and who can develop close relationships 
with buyers. 


The increasing awareness of proper 
nutrition and a healthy diet in everyday 
life should help support consumer 
preferences for specialty products and 
healthy foods which subsequently might 
help to support demand. 


With the removal of rye from the EU 
intervention system, rye production in 
the EU is expected to continue to 
decrease which will support world rye 
prices. However, the impact of the 
policy change is constrained by the 
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ability of EU rye producers to shift away 
from rye to other crops. This is especially 
the case for those growers who operate 
on marginal crop-land where alternative 
crops are very limited. 


For Canada, less competition from the EU 
is expected to provide opportunities to 
regain market share in Japan and expand 
exports to the US. In addition, Canadian 
producers are expected to benefit from 
higher prices. However, the expansion of 
the industry will depend on new research 
and development activities in improving 
the agronomic and quality characteristics 
and end use performance of the crop. 


For more information, please contact: 


Aamir Asgarali, 
Junior Market Analyst 
Telephone: (204) 984-7375 
Email: asgaralia@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada’s (STC) survey of seeding intentions for 2006 indicated a significant increase, from 2005, in 
summerfallow, reflecting farmer uncertainty about seeding decisions at the time the survey was taken at the end of 
March. However, due to good moisture conditions and rising prices for spring wheat and canola over the past two 


months, Agriculture and 


May 30, 2006 


gri-Food Canada (AAFC) has increased the area forecast to be seeded to spring wheat, 


durum and canola from the STC intentions report. Also, AAFC has decreased the projected area seeded to corn 
from the STC report due to the removal of the anti-dumping/countervail duties on imports of corn from the US. It 
is assumed that precipitation will be normal for the growing and harvest periods, and that the abandonment rate 
and quality will be normal. Trend yields are assumed for both western and eastern Canada, as soil moisture 
reserves are good in most areas, although there are dry areas in northern Alberta and areas of excessive moisture 


in Manitoba and Saskatchewan. 


The total production of grains and oilseeds in Canada is forecast by AAFC to decline by 6% from 2005-06, to 63 
million tonnes (Mt), versus the 10-year average of about 60 Mt. Production is forecast to decline by 6%, to 47.9 
Mt, in western Canada and by 5%, to 15.2 Mt, in eastern Canada. Total exports and total domestic use are 
expected to increase significantly and be 18% and 11% above the 10-year average, respectively. In general, wheat 
prices are expected to increase from 2005-06, while durum prices are expected to decrease. Prices for canola, feed 
barley and corn are expected to strengthen, but prices for soybeans and oats are forecast to decline. Prices will 
continue to be pressured by the strong Canadian dollar. The market outlook is very tentative due to the high 


degree of uncertainty regarding global su 


ply and demand conditions. The major factors to watch are: weather 


and growing conditions in the major producing countries, import demand from China and India, EU export 
subsidies, increased demand for biofuel, ocean freight rates and the Canada/US exchange rate. 


DURUM 
For 2006-07, production is forecast to 
decline by 32% due to lower area seeded 
and yields. This is partly offset by higher 
carry-in stocks, much of which is lower 
uality durum. Supply is forecast to fall by 
5% to 7.2 Mt, but remain about 10% 
above the 10-year average. Exports are 
expected to decrease by 11%, due to 
increased production in North Africa, the 
major EOE region. Carry-out stocks 
are forecast to fall by 22%, but remain 
about 30% above the 10-year average. The 
Canadian Wheat Board (CWB) Poo 
Return Outlook (PRO) is below 2005-06 
for most grades due to lower demand and 
the strong Canadian dollar. The discount 
of No.1 CWAD 11.5 durum to No.1 CWRS 
11.5 wheat is projected at $18/t, the largest 
on record. 


WHEAT (ex-durum) 
Production is forecast to rise by 8%, with 
the larger area only partly offset by lower 
expected yields. Supply is also expected to 
increase due to higher carry-in stocks. 
Exports are forecast to increase by 25% 
due to record production of 2.3 Mt in 
Ontario and increased supply of high 

uality wheat in western Canada. Wheat 
feeding is expected to decline, due to 
reduced supplies of feed wheat. Carry-out 
stocks are expected to decline by 10%, to a 
level close to the 10-year average. The 
CWB PRO for most pe ae is up 
from 2005-06 due to higher world prices, 
which more than offset the snore anadian 
dollar. However, the premiums for high 
protein No.1 CWRS are forecast to 
decrease due to the expected better quality 
of the 2006 Canadian crop. 


BARLEY 

Production is forecast to decrease by 10% 
due to lower area and yields. Supply is 
expected to decline by 11% because of 
lower carry-in stocks. Exports are forecast 
to decrease by 15%, as lower feed barley 
exports are only partially offset by higher 
exports of malting barley. Despite lower 


exports and domestic feed use, carry-out 
stocks are expected to fall significantly as a 
result of lower supply. The average off- 
Board feed barley price (No.1 CW, in-store 
Lethbridge) is forecast to increase by $20/t 
from 2005-06 to $130/t. The CWB PRO 
for No. 1 CW feed barley for Pool A in 
2006-07 is $113/t, vs. $117/t for Pool B in 
2005-06. The CWB PRO for SS2R malting 
barley is $161/t, down by $9/t from 2005- 
06, pressured mainly by strong export 
competition from Australia. 


CORN 

Production is forecast to fall by 10% as a 
result of lower seeded area and yields. 
Imports are forecast to increase 
significantly, as a result of lower domestic 
supply and strong demand for ethanol 
production and animal feed. Carry-out 
stocks are forecast to drop by 22%. The 
average price at Chatham elevator is 
forecast to increase by $20/t to $120/t 
largely due to higher US corn prices. 


OATS 
Production is forecast to rise by 20% due to 
larger area and a return to normal 
abandonment rates. Supply is expected to 
increase as higher production more than 
offset lower carry-in stocks. Exports are 
forecast to rise pe any from 2005-06, as 
a result of strong US import demand. Feed 
use is expected to rise significantly, but 
carry-out stocks are projected to rise by 
about 20%. CBoT oat nearby futures 

rices are forecast to decrease by $15/t 
HOM 2005-06 to $125/t, narrowing the US 
price premium for oats over corn. 


CANOLA 

Production is forecast to decrease by 19% 
to 7.8 Mt because of lower area and yields. 
Supply is also expected to decrease 
significantly, but remain historically high, 
due to burdensome carry-in stocks. 
Exports and domestic crush are forecast to 
equal the record anticipated for 2005-06. 
Domestic crush is not expected to increase 
from 2005-06 due to constrained crush 


capacity. Carry-out stocks are forecast to 
decrease significantly. Prices are expected 
to rise from the low of 2005-06, but will be 
pressured by lower US soyoil prices. 


FLAXSEED (excluding solin) 
Production is expected to rise marginally as 
higher area seeded more-than offsets the 
drop in yields. Supply is expected to rise 
sharply because of burdensome carry-in 
stocks resulting from high production in 
2005-06 and low EU imports. Although 
exports and total domestic use are forecast 
to rise, carry-out stocks are expected to 
increase to 0.625 Mt, vs. the 10-year 
average of 0.2 Mt. Asa result, prices are 
forecast to decline. 


SOYBEANS 

Production is forecast to decline by 2%, as 
lower yields more than offset the rise in 
area seeded. Supply is forecast to increase 
as a Slight decline in domestic supply is 
more-than offset by higher imports. 
Exports are forecast to increase to a record 
high, while domestic crush increases 
slightly from 2005-06. Although carry-out 
stocks are forecast to decrease by 17%, 
prices are expected to continue to be 
pressured by low US soybean prices. 


FURTHER INFORMATION: 
Wheat...... Glenn Lennox (204) 983-8465 
E-maiil.............0cccccseee lennoxg@agr.gc.ca 
Coarse Grains...Bobby Morgan...983-8461 
MUS HTLAE ccaserent cxceaneesscaise morganb@agr.gc.ca 
Oilseeds.....Chris Beckman......... 984-4929 
BeeT oc csececcscsessaese- beckmac@agr.gc.ca 
Fred Oleson, Chief ...............0006+ 983-0807 

Pea svcntenscranceroussens olesonf@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION May 30, 2006 


Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 
Grain and Seeded Harvested Yield Production Imports (b) Supply Exports (c) Use (e) Dockage __ Use (d) Stocks Price (f) 
Crop Year (a thousand ha Ma eee thousand metric tonnes---------------------------------------—--------=-—------ —- $/t 
Durum 
2004-2005 2,230 2,141 2.32 4,962 4] 6,752 3,218 254 536 1,013 Zaooa 201 
2005-2006F 2,341 2,297 2.58 5,915 1 8,436 4,100 290 701 1,136 3,200 179* 
2006-2007F 1,840 1,800 72 PP) 4,000 1 7,201 3,700 260 541 1,001 2,500 174* 
Wheat Except Durum 
2004-2005 8,169 Ttze 2.71 20,898 13 25,203 11,593 2,845 4,521 8,138 5,471 190 
2005-2006F 1,193 7,530 PAST 20,860 15 26,347 12,000 2,870 4,380 8,147 6,200 186* 
2006-2007F 8,950 8,700 2.59 22,500 10 28,710 15,000 3,150 4,100 8,110 5,600 192* 
All Wheat 
2004-2005 10,399 9,862 2.62 25,860 14 31,955 14,812 3,099 5,056 9,151 7,992 
2005-2006F 10,094 9,826 Pa) (P2 26,775 16 34,783 16,100 SuZzo 5,081 9,283 9,400 
2006-2007F 10,790 10,500 202 26,500 11 35,911 18,700 3,410 4,641 Omnia 8,100 
Barley 
2004-2005 4,678 4,050 3.26 13,186 83 15,371 1,863 268 9,358 10,019 3,489 112 
2005-2006F 4,440 3,889 2a 12,481 40 16,010 2,700 260 9,645 10,310 3,000 100-120 
2006-2007F 4,204 3,675 3.07 11,295 30 14,325 2,300 270 9,350 10,025 2,000 120-140 
Corn 
2004-2005 ial85 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 100 
2005-2006F 1,124 1,096 8.63 9,461 1,600 12,862 250 2,500 8,297 10,812 1,800 90-110 
2006-2007F 1,100 1,065 7.97 8,485 3,300 13,585 200 3,300 8,670 11,985 1,400 110-130 
Oats 
2004-2005 1,995 eile 2.80 3,683 26 4,497 1,675 118 1,560 1,834 988 131 
2005-2006F 1,853 1,326 2.59 3,432 IS 4,435 1,700 140 O25 1,835 900 130-150 
2006-2007F 2,181 1,600 2.58 4,130 15 5,045 1,750 140 1,880 2,195 1,100 115-135 
Rye 
2004-2005 284 165 LOS 418 1 487 122 48 Aes} 220 145 69 
2005-2006F 226 148 2.42 359 1 505 120 48 160 225 160 65-85 
2006-2007F 207 135 2.30 310 1 471 110 48 156 221 140 80-100 
Mixed Grains 
2004-2005 220 111 2.87 318 0 318 0 0 318 318 0 
2005-2006F 209 109 2.78 303 0 303 0 0 303 303 0 
2006-2007F 175 105 2.86 300 0) 300 0 0 300 300 0 
Total Coarse Grains 
2004-2005 8,362 6,713 3.94 26,442 Zoot 33,074 3,902 2,828 19,342 22,749 6,424 
2005-2006F 7,852 6,568 3.96 26,036 1,656 34,116 4,770 2,948 19,931 23,486 5,860 
2006-2007F 7,867 6,580 3.13 24,520 3,346 33,726 4,360 3,758 20,356 24,726 4,640 
—_—_—_.... Frere 4 40 
Canola 
2004-2005 5,319 4,938 eSVé 7,728 108 8,444 3,412 3,031 328 3,403 1,629 309 
2005-2006F 5,491 OZ08 1.84 9,660 125 11,415 5,000 3,400 470 3,915 2,500 260-290 
2006-2007F 5,010 4,841 1.61 7,800 150 10,450 5,000 3,400 505 3,950 1,500 270-310 
Flaxseed 
2004-2005 728 528 0.98 517 39 648 468 n/a n/a noi 30 n/a 
2005-2006F 842 803 coke 1,082 40 tthe 475 n/a n/a 227 450 265-285 
2006-2007F 909 883 1.25 1,100 20 1,570 700 n/a n/a 245 625 225-265 
Soybeans 
2004-2005 1,229 1,178 2.59 3,048 393 3,581 en22 1,610 457 2,190 270 248 
2005-2006F tatl7As 1,169 2.70 3,161 300 Soi 1,250 1,600 461 2,181 300 210-230 
2006-2007F 1,271 1,244 2.50 3,110 350 3,760 1,350 1,650 410 2,160 250 195-235 
Total Oilseeds 
2004-2005 UP 6,643 1.70 11,293 540 12,674 5,002 4,641 927 5,743 1,929 
2005-2006F 7,510 225 1.92 13,904 465 16,298 6,725 5,000 931 6,323 3,250 


2006-2007F 7,189 6,968 Nel 12,010 520 15,780 7,050 5,050 915 6,355 2,315 
Ta om 


Total Grains And Oilseeds 


2004-2005 26,038 23,219 2.74 63,596 3,085 77,703 23,715 10,568 25,325 37,643 16,345 
2005-2006F 25,456 23,620 2.82 66,715 Pa Ke 85,196 27,999 11,073 25,942 39,091 18,510 
2006-2007F 25,846 24,048 2.62 63,030 3,877 85,417 30,110 12,218 25,912 40,192 15,115 


(a) Crop year is August-July except corn and soybeans which are September-A35August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Totals excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western delivery points); Canola 
(No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board Pool Return Outlook — May 25, 2006 


F: Forecast; Agriculture and Agri-Food Canada ---- May 30, 2006 
Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2006-07, the total area seeded to pulse and special crops in Canada is expected to decrease by 14% from 2005-06, as higher areas for dry 
peas, chickpeas, sunflower seed and buckwheat are more than offset by lower areas for lentils, dry beans, mustard seed and canary seed. 
Statistics Canada’s (STC) seeding intentions survey, conducted during March 17-31 and released on April 25, provided estimates for most 
pulse and special crops by province, but in some cases the area seeded has been forecast by AAFC. The actual seeded areas may differ from 
the intentions due to changes in the market outlook and expected prices, producer reaction to the STC seeding intentions report and soil 
moisture conditions at the time of seeding. The STC seeded area estimates will be released on June 22. Seeding progress has, in general, 
been normal. It is assumed that precipitation will be normal for the growing and harvest periods, and that the abandonment rate and 
quality will be normal. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are good in most areas, 
although there are dry areas in northern Alberta and areas of excessive moisture in Manitoba and Saskatchewan. 
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Total production in Canada is forecast to decrease by 17%, from 2005-06, to 4.41 million tonnes (Mt). Total supply is expected to decrease 
by 12% to 5.94 Mt, as higher carry-in stocks offset some of the decrease in production. This report incorporates information from the 
March 31, 2006 STC estimates of stocks. Exports and carry-out stocks are forecast to decrease because of lower supply. Average prices, 
over all types, grades and markets, are forecast to increase for dry peas, lentils, mustard seed and canary seed, decrease for dry beans and 
chickpeas, and be the same for sunflower seed and buckwheat. The stronger Canadian dollar, compared to the US dollar, is expected to 
have the largest impact on dry bean and sunflower seed prices, as Canadian prices for these crops are directly related to US prices. The 
main factors to watch are weather conditions, especially precipitation, during the growing and harvest periods in Canada. Other factors to 
watch are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 
conditions in the major producing regions, especially the United States, the European Union, Turkey, Australia, India and Mexico. 


DRY PEAS 

For 2006-07, production and supply are forecast 
to decrease, as lower yields more than offset the 
2% increase in seeded area. Production is 
expected to decrease for yellow, green and other 
types. World supply is expected to remain 
stable at 12.2 Mt as higher production, mainly 
in the US and EU, is offset by lower carry-in 
stocks. Canadian exports are forecast to 
decrease because of lower Canadian supply and 
lower demand in the EU feed markets, while 
domestic use increases slightly. Carry-out 
stocks are forecast to decrease, with a stocks-to- 
use ratio (s/u) of 8%. The average price, over 
all types, grades and markets, is expected to rise 
from 2005-06 due to lower Canadian supply. 


LENTILS 

For 2006-07, production and supply are forecast 
to decrease sharply due to a 40% lower seeded 
area and lower yields. Production is expected 
to decrease sharply for large, medium and small 
green lentils. Although the seeded area is 
forecast to increase for red lentils, production is 
expected to decrease moderately due to lower 
trend yields. Carry-in stocks are forecast to be 
high for green lentils, but low for red lentils. 
World supply is forecast to decrease by 3% to 
4.46 Mt. Canadian exports are expected to 
remain stable and carry-out stocks are forecast 
to decrease sharply, with a s/u of 39%. The 
average price, over all types and grades, is 
forecast to increase because of the lower supply. 


DRY BEANS 

For 2006-07, production and supply are 
expected to decrease, as a 20% lower seeded 
area more than offsets lower abandonment and 
higher yields. Production is forecast to decrease 
for dark red kidney and cranberry beans, and 
remain stable for white pea, Great Northern, 


pinto, light red kidney, black, small red and 
pink beans. In the US, production is expected 
to decrease by 4% to 1.13 Mt, while supply 
increases by 3% to 1.37 Mt due to higher carry- 
in stocks. Canadian exports are forecast to 
decrease due to the lower supply. Carry-out 
stocks are expected to decrease, with a s/u of 
6%. The average price, over all classes and 
grades, is forecast to decrease because of the 
higher US supply and stronger Canadian dollar. 


CHICKPEAS 

For 2006-07, production and supply are forecast 
to increase, as a 51% higher seeded area more 
than offsets lower yields. Production is forecast 
to increase for all types, large kabuli, small 
kabuli and desi. World supply is expected to 
decrease by 2% to 9.0 Mt, as an increase for the 
kabuli type is more than offset by a decrease for 
the desi type. Although Canadian exports are 
forecast to increase because of the higher 
supply, carry-out stocks are expected to rise, 
with a s/u of 16%. The average price, over all 
types and grades, is forecast to fall due to higher 
world supply of the kabuli type, which accounts 
for about 85% of Canadian production, although 
the price of the desi type is forecast to increase. 


MUSTARD SEED 

For 2006-07, production and supply are forecast 
to decrease because of a 22% lower seeded area 
and lower yields. Production is expected to 
decrease for all types, yellow, brown and 
oriental. A significant portion of the carry-in 
stocks is expected to be low quality seed. 
Exports are expected to rise due to higher 
demand and carry-out stocks are forecast to 
decrease, with a s/u of 45%. The average 

price over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2006-07, production and supply are forecast 
to decrease due to a 34% lower seeded area and 
lower yields. World supply is forecast to 
decrease by 20% to 350,000 t. Canadian 
exports are expected to remain stable in line 
with stable demand, while carry-out stocks 
decrease, with a s/u of 48%. The average price 
is forecast to rise because of the lower supply. 


SUNFLOWER SEED 

For 2006-07, production and supply are forecast 
to increase due to a 10% higher seeded area, 
lower abandonment and higher yields. US 
supply is expected to decrease by 15% to 

1.63 Mt. World supply is forecast to decrease 
slightly to 30.2 Mt. Canadian exports are 
forecast to increase because of the higher 
supply. Carry-out stocks are expected to 
increase, with a s/u of 16%. The average price 
is forecast to be the same as in 2005-06, as 
support from lower US supply is offset by 
pressure from higher Canadian supply and the 
stronger Canadian dollar. 


BUCKWHEAT 

For 2006-07, Canadian production and supply 
are forecast to remain stable, as a higher seeded 
area is offset by lower yields. The average price 
is expected to be the same as in 2005-06. 


FURTHER INFORMATION: 

Stan SKrypet ........ccccceereeees (204) 983-8972 
i=SATAME gece canecorarchscscee skrypetzs@agr.gc.ca 

Fred Oleson, Chief ...........++. (204) 983-0807 
Heal c..sccssecossccssacnqcaeanse olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION May 30, 2006 


Total 
Area Area Total Domestic Use Carry-out Average 
Grain and Seeded Harvested Yield Production Imports(b) Supply Exports (b) (d) Stocks _ Price (e) 
Crop Year (a thousand ha TUS | Pebils sel Sanaa thousand metric tonnes--------------------------------- $/t 
Dry Peas 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 626 745 310 210 
2003-2004 1,303 heh 1.67 2,124 24 2,458 1,316 937 205 15 
2004-2005 1,388 1,345 2.48 3,338 57 3,600 1,853 eno 2 595 135 
2005-2006f 1,366 1,319 2230 3,100 90 3,785 2,400 1,035 350 105-135 
2006-2007f 1,398 1,349 2.19 2,950 100 3,400 2,100 1,050 250 110-140 
Lentils 
2002-2003 601 387 0.91 354 bo) 494 320 Add 55 390 
2003-2004 554 536 0.97 520 5 580 367 175 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006f 884 862 1.48 1,278 10 12039 640 313 580 220-250 
2006-2007f 535 508 1126) 625 10 1eZa 640 235 340 245-275 
Dry Beans 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 PLA 356 31 482 344 83 ae 495 
2004-2005 163 126 124s 220 28 303 278 20 5 650 
2005-2006f 200 177 1.84 326 40 371 300 46 25 485-515 
2006-2007f 159 156 1,92 300 30 355 290 45 20 465-495 
Chickpeas 
2002-2003 221 154 1.01 156 9 345 105 160 80 300 
2003-2004 63 63 1.08 68 2 150 74 51 25 330 
2004-2005 47 39 11. 51 4 80 47 28 5 385 
2005-2006f 79 73 1.42 104 5) 114 70 34 10 465-495 
2006-2007f 119 110 1.18 130 % 145 90 35 20 395-425 
Mustard Seed 
2002-2003 289 Zoo 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 7 288 121 15 92 390 
2004-2005 317 304 1.01 306 1 399 119 86 194 295 
2005-2006f 212 206 0.98 201 1 396 130 86 180 250-280 
2006-2007f 166 160 0.88 140 1 321 140 81 100 275-305 
Canary Seed 
2002-2003 287 22K, 0.78 176 0 206 160 26 20 575 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006f 190 186 1.22 22H, 0 397 175 32 190 175-205 
2006-2007f 126 120 1.00 120 0 310 175 35 100 195-225 
Sunflower Seed 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006f 93 75 1.19 89 25 132 45 67 20 330-360 
2006-2007f 102 96 1.46 140 20 180 85 70 25 330-360 
Buckwheat 
2002-2003 12 12 1.00 a2 1 16 6 Y 3 340 
2003-2004 9 9 ell, 10 1 14 5 7 2 355 
2004-2005 9 7 0.71 5 1 8 4 4 0 355 
2005-2006f 7 6 1233 8 1 9 4 5 0 340-370 
2006-2007f 8 V 1.14 8 1 9 4 5 0 340-370 
Total Pulse And Special Crops (c) 
2002-2003 3,036 2,399 1.16 2,788 130 3,627 1,734 1;235 658 
2003-2004 2,805 2,732 1235 3,680 81 4,419 2,488 1,422 509 
2004-2005 3,145 2,948 1.78 5237, 136 5,882 2,947 1,703 1,232 
2005-2006f 3,031 2,904 1.84 5,333 172 Case, 3,764 1,618 1,355 
2006-2007f 2,613 2,506 1.76 4,413 167 5,935 3,524 1,556 855 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, May 30, 2006 


Source: Statistics Canada and industry consultations. 
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PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES May 29, 2006 


From: Thunder Bay(WCE) (2) _|in-Store——s—SSSSS*d| ~SSCWWheat—Ss|_—36.00~| 132.00 ~[ 13200 | 107.00 
[eo Pie (CBO). oat | at ae aanaraig nem GRE | NER Ont. Beigel [MA 00,20 a [ete 07 60 ge] Wee too 40gre =| apeaNIg5.25 85 
[7 oan thicken) | anc | SS arly at O700; a | ON nt 0, COVED enw 13. OO NRL ee 114.005 
In-store 
Pt Tinie las ene oe iS Joes ieee ee 
[SR ea fy SE Se Bk Ee eed 
In-store 
i eer ae we oon a eee wk oe Oe ene oe ee ee 
near | nnn OE eR RENE ame Dally em oy al OO in| arey 145 ope A | w45.4e ee (PTE 146.319 = | 
[eats A aaa Ue | Sap Oe RR cI | Es Oat eR et N/ ANSE) PEP N/Amennd [em NAT ee | 2eRE NAPE E | 
ees ae aR rsa ene | arty MeN | ETON] MnO OC weeee | emen 00100 Nebel] she-5170.608. | 
SS ssa sy eee] RRM CR Rn dy Hg 0 0 | ORs Og | ee N/A a cams NA = | PME NIAC 10) OEE NE NIA ats | 
eae iy ee Pa ie ee ee ee A ee 
In-store 
[Re A i SR aN pe RT | am Oe Uae | NA |e © NAEP "RRNA | pI NIA 
SR os eee Ps cs ad ed ee ee ee 
iE a a Se ee eee ee ee ee 
Pos, = ae ts | ei a oles Darley Stes | PE NIAL a) RI NIAL Spon Pe F NIAS ee eS NIAS Fe 
ions Melfort: SKE en Sah | EN, Rae Rr] RAMEE Vhoct mitt | Ou /Amein | SenRIN AC ROT | PME NIA eee eeeS NATE 
ea a ee) a ee a er ee ee ee ee 
a ape | recA ec ae | CR acy Nee) NY Aenea EN Ane ge 3 | ee NA Re | SER NIA | 
eo) ed Ps ee a Ee Be ee ee 
a ae Pn a ee ee ee ee eee 
oS eee aaa aie | Track Sens ain eed] Lem aiicy. Wuneial) eae NAR eM Ee SNA, | SNA eet NIN 
a hoc a Se a ee ee ee ee eee ee eee 
a eee i ee er ee ee ee eee ee Cee, ee 
BE 0 ic a a ee ee ls eee en ee ee eee 
Be ee ES Es ae Ee ee ee eee ee a 
a See a eee eae ee ee Be ee 
pee ae ee ae | Track 
Be Re a Eee een Se een ee ee ee oe ee 
aS 5 a ie ea | ats et (PNA BS NIA | PTA rt Mee NVA tS | 
a | Track Truck ia Syonie yin mites Barley Pets [te NiAraain | bet NA! |S aA ee WARE = 
MS ee eed ee ea Bee eed ea ee ee ee 
ME 2 a eee ee Ee ee ee ea ee E eee eee 
Lo Bs a |B eee ea ati oe ae ee Daiiay aan | Se NIA S| Sere NIAC) Sec RN eres | eer ENA | 
a ae Se kee 

Com ae) Pay SOS S| Pee ae anne Ane aey 29-May-06 | 15-May-06 1-May-06 30-May-05 


110.72 113.46 106.57 111.10 


C20 eae) 

awe eee 

EERE ch me ecm reel : 
To: Montreal, QC Lie ea ee SES se es ee Een ee 
From: Chretthienr, ON © eso) Trcic ee m ge se | Panera NEA 15 CO ws) E11 8:75 ee | eed 121 0s | ee 14,750 | 
Tot 2 Montreal | QC: csv] Teich er en eaebe ae dal | poten neater | 04 159/47 Sel] MN 42cm an 195.0 7m | eee isd 6208 5 | 
GEOTPS Tis k°  e  LGCe T d Deee 
LE a? Ce ct cele eee ES a rere a ee ee 
MT a: me ee ee ae (ee eee ae 
a ee ir ee SE Le Lae eee ea 
| ____ Stephenville, NL___[Track/Truckvia Sydney | CTC 327-85 T3347 | 34030 325.81 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES May 15, 2006 
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Selected Points Price Basis This week Last week Month Ago Year Ago 


Corn Ms ke a 


15-May-06 1-May-06 18-Apr-06 16-May-05 
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O: Montreal, QC 1 In-store 


134.25 124.74 125.39 120.18 


From: Chicago (IL 113.46 106.57 108.16 104.61 

To: Montreal, QC 142.32 135.43 137.02 133.47 

To: Montreal, QC 142.60 135.97 141.65 130.22 

Soymeal 48% Protein 

From: Hamilton, ON Cia Se OOVEE ED CET 238.54 245.37 258.49 209.36 

To: Montreal, QC 262.87 269.70 282.82 233.69 
281.62 288.45 301.57 252.44 


284.84 291.67 304.79 255.66 
333.47 340.30 353.42 304.29 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Corinne Bruneau: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: bruneauc@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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CANADA: PRIMARY PROCESSING 
OF GRAINS AND OILSEEDS 


Canada’s primary processing capacity for grains and oilseeds, excluding primary processing of animal feed, 
has been expanding for the past few years. Most of that growth is attributed to expansions in corn processing, 
flour milling, and oilseed crushing. Currently, primary processing consumes about one-quarter of Canada’s 
annual production of grains and oilseeds. This issue of the Bi-weekly Bulletin examines some of the changes 
that have occurred within Canada’s primary processing industry since 2001-2002. 
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Background 

Canada’s agriculture and agri-food 
sector is important to its economic and 
social well-being. In 2004, the food 
manufacturing sector, of which 
primary processing represented a 
significant componet, contributed 
approximately $17 billion (G) to 
Canada’s Gross Domestic Product 
(GDP). That same year, primary crop 
and animal production contributed 
$14G to Canada’s GDP. 


A survey of manufacturers which was 
conducted by Statistics Canada 
shows that Canada’s food 
manufacturing sector contributed 
about 12% of Canada’s total 
manufacturing sales for 2003. The 
food manufacturing sector ranks a 
distant second to the transportation 
equipment manufacturing sector, but it 
still ranks first in sales for 5 out of 10 
Canadian provinces. 


Canada’s trade in agriculture and agri- 


during the past few years. During this 
period, Canada exported about $30G 
in agriculture and agri-food products 
annually. Canada has maintained its 
competitive edge in world markets by 
adopting innovative agronomic 
practices, by diversifying into non- 
traditional crops, and by encouraging 
value-added activities. 


Biofuels, specifically fuel ethanol and 
biodiesel, are generally produced from 
grains, oilseeds and animal fats. 


food products has averaged $52G 


CANADA: GRAINS AND OILSEEDS PROCESSING CAPACITY 


EASTERN WESTERN TOTAL 
CANADA CANADA CANADA “ 


2001 
-2002 


2006 


-2007 Change -2007 Change -2007 


3.8% 4,143 4,675 12.8% 12,400 13,247 
0.0% 492 482 -2.0% 892 882 
5.8% 763 717 -6.0% 1,769 1,781 

36.4% 530 555 4.7% 6,315 8,445 

-6.5% 2,609 2,273 -12.9% 3,376 2,990 

Oat Processing 260 = -33.3% 1,795 2,014 12.2% 2,185 2,274 

Oilseeds Crushing 6,700 0.0% 9,075 10,920 20.3% 16,500 17,650 

Total 25,603 9.9% 19,407 21,636 11.5% 43,437 47,269 


Wheat Flour Milling SorZ 
Wheat-Other Processing ~ 400 
Durum Milling 1,064 
Corn Processing 7,890 
Malting Industry (sats 


23,305 


 August-July crop year. Data for oilseed crushing include plants at undetermined locations, in which case regional numbers will 
not add up to the national total. 
7' Includes ethanol, beverage alcohol, starch, and gluten 


Sources: Grain and Milling Annual, Ontario Corn Producers! Association, Canadian Oilseed Processors’ Association, Canola Council of 
Canada, Canadian Wheat Board, and other indust 


Canada’s biofuel sector provides 
Canadian farmers with an opportunity 
to share the benefits derived from this 
new market. As well, Canadian 
farmers, as key stakeholders, will 
have an opportunity to invest in this 
important value-added activity and 
contribute to its success. The 
Canadian government is working with 
other levels of government and the 
private sector to increase capacity for 
biomass-based plants in Canada. 
This commitment is a step toward a 
cleaner global environment as well as 
providing economic benefits for 
Canada’s agriculture and agri-food 
sector. 


Increasing value-added activities as a 
means of strengthening the 
agricultural sector continues to be a 
priority for Agriculture and Agri-Food 
Canada (AAFC). The Value Chain 
Roundtables, which have been held 
with major stakeholders over the past 
couple of years, are intended to help 
ensure that we have a strong and 
sustainable agricultural sector, one 
which will benefit all Canadians. 


Canada’s Primary 

Processing Sector 

Between 2001-2002 and 2006-2007, 
the primary processing capacity for 
Canada’s grains and oilseeds is 
expected to increase by about 9% due 
largely to increased capacity in corn 
processing, wheat milling, and oilseed 
crushing. There is, however, a 
notable decline in capacity expected 
for the malting barley sector. 


In western Canada, primary 
processing capacity is expected to 
increase by about 12% as oilseed 
crushing, wheat milling, and oat 
processing expand by 20%, 13%, and 
12%, respectively. 


In eastern Canada, primary 
processing capacity is expected to 
increase by about 10%. The increase 
is due primarily to expanded capacity 
in corn processing, durum milling, and 
wheat milling, estimated at 36%, 6%, 
and 4%, respectively. However, 


capacities in the oat processing and 
malting barley sectors in eastern 
Canada are expected to decrease by 
33% and 7%, respectively. 


Wheat Flour Milling 

Canada’s flour milling industry 
(including durum) currently accounts 
for about 3.0 million tonnes (Mt) of 
Canada’s annual wheat disposition. 
Of the total wheat milled annually, 
about 70% is Canadian Western Red 
Spring wheat, 15% is Ontario winter 
wheat, 10% is durum, and the 
remaining 5% is made up of other 
wheat classes. 


Canada’s flour milling industry grew 
fairly rapidly in previous decades but 
the rate of increase has since levelled 
off. Nevertheless, wheat milling 
capacity (excluding durum) is 
increasing from a record high of 
12,400 tonnes per day (t/d) in 2001- 
2002, to an estimated 13,247 t/d for 
2006-2007. In western Canada, 
wheat milling capacity is estimated to 
have increased by 13% since 2001- 
2002 versus 4% in eastern Canada. 


The increase in Canadian wheat 
milling capacity is occurring despite 
the closure of some smaller, less 
efficient plants. For example, the 
Archer Daniels Midland 

Company (ADM) plant in Strathroy, 
Ontario (ON) has shut down, 
eliminating about 106 t of daily 
capacity. At the same time, the $30M 
Rogers Food plant in 

Chilliwack, British Columbia became 
operational in April 2005, with 
processing capacity of 332 t/d. 


The wheat flour milling industry 
remains the second largest primary 
processing industry for Canadian 
grains and oilseeds. 


Durum Milling 

Some of Canada’s durum milling 
capacity is categorized as “swing”, 
plants that mill both durum and non- 
durum wheat. However, one must 
avoid double counting this capacity 
because a plant that is processing one 
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of the two commodities (durum or 
non-durum) on a given day would not 
be able to process the other 
commodity during that same period. 


Until November 2003, there were two 
swing plants in Canada, one of which 
is the now closed ADM plant in 
Strathroy, ON which had a daily 
capacity of 106 t/d. The other swing 
plant is the Robin Hood Multifoods 
plant in Saskatoon, 

Saskatchewan (SK), where capacity 
remains virtually unchanged at 

453 t/d. 


Canada’s total durum milling capacity 
(including swing) is estimated at 
1,781 t/d, up slightly from 1,769 t/d in 
2001-2002. When swing capacity is 
excluded, durum milling capacity is 
shown to have actually increased by 
about 5%. Eastern Canada retains 
about 60% of Canada’s durum milling 
capacity (including swing). 


The federal government has 
committed to a 5% average renewable 
content requirement in Canadian 
transportation fuel by 2010. The three 
federal ministers of Environment, 
Natural Resources, and Agriculture 
and Agri-Food, in consultation with 
provincial and territorial ministers, are 
working together to increase 
production of biofuels to help meet the 
target. 


Wheat-Other Processing 

Canada’s daily capacity for the 
production of wheat-based ethanol 
and beverage alcohol remains 
relatively unchanged from 2001-2002, 
but there are several ethanol plants 
either in the planning stage or 
currently under construction. For 
example, Husky Energy Inc. of 
Calgary, Alberta (AB) announced in 
October 2005 that it will proceed with 
the construction of a $145M plant on 
its existing site in Minnedosa, 
Manitoba (MB). The new plant will 
replace the current plant which 
produces about 10 million litres (ML) 
of ethanol annually and is expected to 
be fully operational by mid-2007. The 


new plant will use about 350,000 t of 
wheat to produce 130 ML of ethanol 
annually. Husky Energy is also 
building an ethanol plant in 
Lloydminster, AB with approximately 
the same expected output as the 
Minnedosa plant and the plant is 
scheduled to open in the latter part of 
2006. About 250,000 t of dry distillers 
grain will be produced as a by-product 
and is expected to be marketed to 
livestock in western Canada. 


The ADM Agri-Industries Company 
plant, located in Candiac, QC 
produces gluten and starch from 
wheat. The daily capacity at this plant 
is about 400 t/d, unchanged from 
2001-2002. 


The Ethanol Expansion 

Program (EEP) and Other Initiatives 
The EEP was announced on 

August 12, 2003, as part of Canada's 
climate change plan. It is contributing 
to the expansion of fuel ethanol 
production and use in Canada and the 
reduction of transportation-related 
greenhouse gas (GHG) emissions that 
contribute to climate change. The 
program is designed to increase the 
proportion of our gasoline that is 
blended with ethanol. The EEP is 
providing contributions toward the 
construction of new, or the expansion 
of existing, fuel ethanol production 
facilities in Canada. 


Saskatchewan has mandated the use 
of ethanol-blended fuel, beginning in 
2005. Under its Ethanol Fuel Grant 
Program, the province provides a 

15 cent per litre (¢/L) grant to 
distributors who blend ethanol within 
Saskatchewan. In addition to the 
Husky Energy facility planned for 
Lloyminster, SK, NorAmera BioEnergy 
Corporation has announced a 25 ML 
plant in Weyburn, SK. Both plants will 
be using wheat as feedstock for 
ethanol production. 


North West Terminal Ltd. (NWT), a 
farmer-shareholder owned grain 
terminal located in Unity, SK is moving 
ahead with plans to build an ethanol 


facility. The plans call for the 
construction of a facility capable of 
producing up to 25 ML of ethanol per 
year using about 68,000 t of 
feedstock. The cost of the plant is 
estimated at $34M and the plant is 
expected to be operational by the fall 
of 2008. The ethanol facility will 
operate under a newly formed 
company called North West 
BioEnergy Ltd., a wholly owned 
subsidiary of NWT. 


Prospects for increased ethanol 
production in Canada continue to 
improve as stakeholders come 
forward with innovative ideas for 
enhancing the feasibility of ethanol 
production. The Saskatchewan 
government and the Saskatchewan 
Ethanol Development Council have 
announced a study to determine the 
feasibility of integrating ethanol 
production with local feedlot 
operations. The group contends that 
using the distiller’s grains from a small 
ethanol plant at an adjoining feedlot 
eliminates prohibitive drying costs and 
allows some of the smaller ethanol 
plants to compete with the big stand- 
alone facilities. The project offers a 
glimpse of future projects that might 
involve renewable energy sources 
such as ethanol produced from Prairie 
grains. 


Biodiesel Production in Canada 
The development of biodiesel in the 
US and European Union (EU) has 
increased rapidly as biodiesel has 
been widely recognized and 
encouraged as a viable alternative to 
petroleum-based fuel. In fact, about 
half of the rapeseed crushed at ADM’s 
plants in the EU is for use in biodiesel. 


According to the Canola Council of 
Canada, Canada’s biodiesel sector 
would benefit greatly from the 
following: an equivalency to the United 
States (US) programs that equates to 
about 30¢/L on virgin oils; a mandated 
biodiesel inclusion rate of 5% by 2015; 
and quality standards that take into 
account Canada’s climatic conditions. 
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Recent discussions regarding the 
merits of biodiesel for helping Canada 
reduce greenhouse gases have 
improved prospects for the domestic 
oilseeds sector. Canola oil, as a 
component of biodiesel, is being 
touted as a logical choice for this 
application. Although other vegoils, 
rendered animal fat, and spent 
restaurant grease can also be 
adapted to biodiesel production, 
proponents argue that canola oil 
performs better in cold weather and 
that steadily increasing canola yields 
are improving the economic feasibility 
of using canola oil for producing 
biodiesel. 


Canada has established a goal of 
500 ML of biodiesel production by 
2010. The Canadian Bioenergy 
Corporation estimates that mandating 
a 2% biodiesel blend would require 
about 1.25 Mt of canola seed, or 

2.5 Mt of soybeans due to lower oil 
content. In 2005-2006, Canada 
produced a record 9.7 Mt of canola, of 
which 5.0 Mt was exported in seed 
form. Similarly, a record soybean 
crop of 3.2 Mt was produced in 2005- 
2006, of which 1.3 Mt will be exported 
in seed form. Canada’s role in the 
export market for these commodities 
could decrease significantly as the 
production of biodiesel develops. 
However, unlike the US and the EU, 
Canada is a net exporter of petroleum 
and petroleum products, so the 
rationale for increasing biodiesel 
production, and the incentives 
necessary to do so, have to be 
examined from a very different 
perspective. 


Canada appears to have the 
production base to support the 
mandated level of biodiesel 
production. However, in the US and 
EU, government incentives have 
provided some of the business 
incentives necessary for biodiesel 
development. Similar incentives may 
be required in Canada. Increased 
production of biodiesel from canola 
and soybeans will help reduce 
greenhouse gases. 


Oilseeds Processing 

Canada’s oilseed processing capacity 
is expected to increase by about 7%, 
to 17,650 t/d. The increase would be 
almost exclusively in western Canada 
where existing plants are expanding 
capacity and a previously idled plant 
in Ste. Agathe, MB is being put into 
service. Oilseed processing capacity 
in eastern Canada is virtually 
unchanged from five years ago. 


AAFC forecasts total oilseed crush for 
2006-2007 at 5.2 Mt, up from 4.0 Mt in 
2001-2002. The increase in the 
amount of oilseeds crushed annually 
is due primarily to increased canola 
crushing, estimated to have risen by 
50% since 2001-2002. 


Corn Processing 

Canada’s corn processing capacity is 
expected to increase by about 34%, to 
8,445 t/d. The increase is due largely 
to expansion in corn milling and fuel 
ethanol production. In western 
Canada, increased processing 
capacity is largely due to expanded 
capacity at the Diageo plant in 

Gimli, MB. In eastern Canada, 
expanded fuel ethanol capacity at the 
Commercial Alcohols plant in 
Chatham, ON, and expansions at the 
two beverage alcohol facilities 
(Canadian Mist Distillers in 
Collingwood, ON, and Schenley 
Distilling Co. in Valleyfield, QC) will 
offset lost capacity due to the closure 
of Nacan Products Limited’s corn 
milling plant in Collingwood, ON . It 
must be noted, however, that the 
Nacan plant is currently being 
converted to ethanol production. In 
addition, Suncor Energy’s ethanol 
plant, which would use about 1,450 t/d 
of corn, is expected to become fully 
operational in 2006. 


Malting Barley 

Canada’s malting capacity is expected 
to decrease by about 10%, to 

2,990 t/d. The decrease in malting 
capacity is attributed to a steadily 


declining domestic market for beer 
and reduced prospects for exports of 
barley malt. 


Reduced beer consumption in Canada 
is reflective of an aging population and 
changes in consumption patterns. In 
addition to the lower per capita 
consumption of beer normally 
associated with an aging population, 
Canadians are consuming more 
imported beers, which reduces 
domestic demand for barley malt. As 
well, there has been significant growth 
in the discounted beer market which 
typically uses less barley malt in the 
production process. 


For the last 20 years, Canada’s share 
of the export market for barley malt 
has trended upward. More recently, 
that trend seems to have temporarily 
reversed. For example, exports of 
barley malt to Japan have been 
negatively affected by increased 
consumption of low-malt and no-malt 
beer beverages. 


Canada’s malting industry processes 
about 1.0 Mt of malting barley 
annually, of which about 270,000 t is 
for the domestic beer industry. More 
than three-quarters of Canada’s 
malting capacity is located in western 
Canada. Canada Malting, with its 
plants in Montreal, QC, Thunder 

Bay, ON and Calgary, AB remains 
the single largest maltster in Canada, 
processing just over half of the barley 
malt produced in Canada. The 
second largest maltster is Prairie Malt 
in Biggar, SK, followed by Rahr 
Malting in Alix, AB and the IMC 
Canada (Dominion Malting) plant in 
Winnipeg. 


Oat Processing 

Canada’s oat processing sector has 
experienced marginal growth in 
recent years, despite the closure of 
the ADM Agri-Industries Company 
plant in Midland, ON. Oat processing 
plants in western Canada now 


account for about 90% of total 
capacity, versus 80% in 2001-2002. 


The largest increases in oat milling 
capacity during the past five years 
have been at the Popowich Milling 
Ltd. plant in Yorkton, SK, and 
Emerson Milling Inc. in Emerson, MB, 
which have increased capacity by 
60% and 50%, respectively. Can-Oat 
Milling in Portage la Prairie, MB is 
expanding processing capacity by 
50,000 t, or 150 t/d, to be completed 
by February 2007. Capacity at The 
Quaker Oats Company of Canada 
Limited plant in Peterborough, ON has 
also increased about 20% since 2001- 
2002. 


For more information, please contact: 
Stan Spak, 
Market Analyst 
Phone: (204) 983-8467 
E-mail: spaks@agr.gc.ca 
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COMPANY 


EASTERN CANADA 
ADM Milling 

ADM Milling 

ADM Milling 

ADM Milling 

ADM Milling 

ADM Milling 

Arva Flour Mills 
Cereal Foods 

Dover Mills 

Dover Mills 

Golden Gate Mills 
Grain Processing 
Halton Flour Mills 
Hayhoe Mills 

Kraft Milling 

New-Life Mills 

Port Royal Mills 
Robin Hood Multifoods 
Robin Hood Multifoods 
Other 

Subtotal 


WESTERN CANADA 
ADM Milling 

ADM Milling 

ADM Milling 

Ellison Milling 

Dawn Foods 

Dawn Foods 

FarmGro Organic Food 
Patterson Global Foods 
Permolex (API) 

Prairie Flour Mills 
Robin Hood Multifoods 
Rogers Foods 

Rogers Foods 
Schroeder Milling 
Other 

Subtotal 

Total 


OWNERSHIP 


Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Independent (CAN) 

Cereal Food Processors (USA) 
Dover Industries (CAN) 

Dover Industries (CAN) 
Independent (CAN) 
Independent (CAN) 

Dover Industries (CAN) 
Independent (CAN) 

Kraft Foods (USA) 

Parrish and Heimbecker (CAN) 
Independent (CAN) 
International Multifoods (USA) 
International Multifoods (USA) 
Independent (CAN) 


Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Parrish and Heimbecker (CAN) 
Dawn Foods (USA) 

Dawn Foods (USA) 
Independent (CAN) 

NutraSun Foods 

Independent (CAN) 
Independent (CAN) 
International Multifoods (USA) 
Nisshin Flour Milling Co. 
Nisshin Flour Milling Co. 
Independent (CAN) 
Independent (CAN) 


LOCATION 


Montreal, QC 
Montreal, QC 
Midland, ON 
Mississauga, ON 
Strathroy, ON 

Port Colbourne, ON 
Arva, ON 

Montreal, QC 
Halifax, NS 
Cambridge, ON 
Brantford, ON 
Scarborough, ON 
Acton, ON 
Woodbridge, ON 
Streetsville, ON 
Hanover, ON 
Aurora, ON 
Montreal, QC 

Port Colbourne, ON 
various 


Winnipeg, MB 
Medicine Hat, AB 
Calgary, AB 
Lethbridge, AB 
Saskatoon, SK 
Humboldt, SK 
Regina, SK 
Regina, SK 
Red Deer, AB 
Elie, MB 
Saskatoon, SK 
Armstrong, BC 
Chilliwack, BC 
Camrose, AB 
various 


PRODUCTS 


WF, WWF 

WF, WWF 

WF, WWF 

WF 

SWF 

WWF, SWF,WWF 
SWF, WWF, RF 
WF, WWF 

WF 

WF 

WWF 

SWF 

WF 

WF, SWF, WWF 
SWF, WF 

WF, SWF 

WWF 

WF 

WF 

WF 


WF, SWF, WWF 
WF 

WF, SWF, WWF 
WF, WWF, RF 
WF 

WF 

WF 

WF 

WF 

WF 

WF, SWF, WWF 
WF, RF, WWF 
WF, RF, WWF 
WF 

WF 


capacity 
(t/d of raw product) 
2001 2006 
-2002 -2007 
1167 1339 
502 507 
726 725 
423 375 
106 n/a 
865 840 
18 19 
212 215 
357 436 
628 629 
n/a 48 
n/a 40 
234 251 
302 303 
514 515 
454 453 
48 48 
758 997 
800 797 
143 36 
8,257 8,572 
200 193 
514 496 
956 925 
333 453 
375 375 
30 31 
7h} n/a 
n/a 12 
380 360 
181 241 
847 847 
216 293 
n/a 332 
33 31 
5 25 
4,143 4,675 
12,400 13,247 


EASTERN CANADA 
ADM Milling 


WESTERN CANADA 


API Grain Processors (Permolex) 


Highwood Distillers 
Husky Energy Inc. 


Pound-Maker Agventures 


Subtotal 
Total 


Archer Daniels Midland (USA) 


Independent (CAN) 
Independent (CAN) 
Husky Energy Inc. (CAN) 
Investments (CAN) 


Candiac, QC 


Red Deer, AB 
High River, AB 
Minnedosa, MB 
Lanigan, SK 


gluten, starch 


ethanol, flour gluten 


beverage alcohol 
ethanol 
ethanol 


400 400 
275 275 

40 30 

77 77 
100 100 
492 482 
892 882 


EASTERN CANADA 
ADM Milling 

ADM Milling 

Howson & Howson 
Kraft Milling 

Others 

Subtotal 


WESTERN CANADA 
Ellison Milling 
FarmGro Organic Food 
Robin Hood Multifoods 
Other 

Subtotal 

Total 


Archer Daniels Midland (USA) 
Archer Daniels Midland (USA) 
Independent (CAN) 
Primo Foods (USA) 
Independent (CAN) 


Parrish and Heimbecker (CAN) 
Independent (CAN) 
International Multifoods (USA) 
Independent (CAN) 


Montreal, QC 

Port Colbourne, ON 
Blyth, ON 
Woodbridge, ON 
various 


Lethbridge, AB 
Regina, SK 
Saskatoon, SK 
various 


Note: (WF) wheat flour, (WWF) whole wheat flour, (SWF) soft wheat flour, (RF) rye flour 
* Includes ethanol, beverage alcohol, starch, and gluten 


n/a: not available 


Source: Milling and Baking Annual, Bakers Journal, AAFC and industry estimates 


durum products 
durum products 
durum products 
durum products 
durum products 


durum products 
durum products 
durum products 


266 267 
79 72 
363 399 
272 272 
26 55 
1,006 1,064 
236 236 
73 n/a 
454 453 
n/a 28 
763 TAME 
1,769 1,781 


Bi-weekly Bulletin {insert} 


Volume 19 Number 9 June 22, 2006 


ses 


COMPANY 


EASTERN CANADA 
Commercial Alcohols 
Commercial Alcohols 
Powerstream Corp. 
Suncor Energy 
Subtotal 


Canadian Mist Distillers 
Hiram Walker 
Seagram 

Schenley Distilling Inc. 
Subtotal 


Casco Inc. 

Casco Inc. 

Casco Inc. 

King Milling 

Nacan 

Subtotal* 

Total Eastern Canada 


WESTERN CANADA 
Alberta Distillers 

Black Velvet Distilling Co 
Diageo 

Subtotal 

Total 


OWNERSHIP 


Independent (CAN) 
Independent (CAN) 
National Starch (USA) 
Suncor Energy (USA) 


Brown Foreman (USA) 


Allied Domecg Spirit & Wine (UK) 


Pernod Ricard ( France) 
Constellation Co (USA) 


Corn Products Int'l Inc. (USA) 
Corn Products Int'l Inc. (USA) 
Corn Products Int'l Inc. (USA) 
Lauhoff (Swiss) 

National Starch (USA)* 


Jim Beam Brands Inc (USA) 
Constellation Co (USA) 
Pernod Ricard (France) 


LOCATION 


Tiverton, ON 
Chathan, ON 
Collingwood, ON 
Sarnia, ON 


Collingwood, ON 
Windsor, ON 
Amherstburg, ON 
Valleyfield, QC 


London, ON 

Port Colbourne, ON 
Cardinal, ON 
Chatham, ON 
Collingwood, ON 


Calgary, AB 
Lethbridge, AB 
Gimli, MB 


PRODUCTS 


ethanol 
ethanol 
ethanol 
ethanol 


beverage alcohol 
beverage alcohol 
beverage alcohol 
beverage alcohol 


corn starch, sweeteners 
corn starch, sweeteners 
corn starch 

BG, CF, CM 

corn starch, sweeteners 


beverage alcohol 
beverage alcohol 
beverage alcohol 


capacity 
(Ud of raw product) 
2001 2006 
-2002 -2007 
150 170 
990 1,100 
na 400 
na 1,450 
1,140 3,120 
105 110 
50 50 
45 45 
230 255 
430 460 
1,600 1,600 
1,000 1,300 
1,250 1,300 
110 110 
255 Wa 
4,215 4,310 
5,785 7,890 
175 175 
140 140 
215 240 
530 555 
6,315 8,445 


EASTERN CANADA 
Canada Malting 
Canada Malting 
Subtotal 


WESTERN CANADA 
Canada Malting 

IMC Canada (Dominion) 
Gambrinus Malting 
Prairie Malt 

Rahr Malting (USA) 
Subtotal 

Total 


Tiger Oats (South Africa) 
Tiger Oats (South Africa) 


Tiger Oats (South Africa) 


Sumitomo (Japan) and IMC (USA) 


Independent (CAN) 
SWP and Cargill (CAN, USA) 
Rahr Malting (USA) 


Montreal, QC 
Thunder Bay, ON 


Calgary, AB 
Winnipeg, MB 
Armstrong, BC 
Biggar, SK 
Alix, AB 


barley malt 
barley malt 


barley malt 
barley malt 
barley malt 
barley malt 
barley malt 


292 292 
475 425 
767 717 
950 840 
314 314 
30 30 
804 602 
511 487 
2,609 2,273 
3,376 2,990 


EASTERN CANADA 
ADM Milling 

Quaker Oats 
Smucker Foods 
Subtotal 


WESTERN CANADA 
Alberta Oats Ltd 
Can-Oat Milling 
Can-Oat Milling 
Emerson Milling 
Popowich Milling 
Smucker Foods 
Westglen Milling 
Subtotal 

Total 


Archer Daniels Midland (USA) 
Quaker Oats (USA) 
International Multifoods (USA) 


Independent (CAN) 

SWP (CAN) 

SWP (CAN) 

Independent (CAN) 

Grain Millers (USA) 
International Multifoods (USA) 
ConAgra (USA) 


Midland, ON 
Peterborough, ON 
Port Colbourne, ON 


Edmonton, AB 
Portage la Prairie, MB 
Saskatoon, SK 
Emerson, MB 
Yorkton, SK 
Saskatoon, SK 
Barrhead, AB 


oat flour, oat products 
oat flour, oat products 
oat flour 


oat products 

oat flour, oat products 
oat flour, oat products 
oat flour, oat products 
oat flour, oat products 
oat flour 

oat flour, oat products 


165 bis 
165 200 
60 60 
390 260 
331 350 
350 350 
550 550 
100 150 
250 400 
124 124 
90 90 
1795 2014 
2185 2274 


EASTERN CANADA 

ADM Agri-industries Company 
Bunge Canada 

Sunfield Oilseeds 

Subtotal 


WESTERN CANADA 
ADM Agri-industries Company 
Associated Proteins LP 
Bunge Canada 

Bunge Canada 

Bunge Canada 

Bunge Canada 

Cargill Ltd. 

Canbra Foods Ltd. 
Jordan Mills 

Subtotal 

Other 

Total 


Archer Daniels Midland (USA) 
Bunge North America 
Independent (CAN) 


Archer Daniels Midland (USA) 
Independent (CAN) 

Bunge North America 

Bunge North America 

Bunge North America 

Bunge North America 

Cargill, USA 

JRI International 

Independent (CAN) 


Independent (CAN) 


Note: (BG) brewers grit (CF) com flour, (CM) corn meal, (CS) corn starch 


Ma: not available 


Windsor, ON 
Hamilton, ON 
Wingham, ON 


Lloydminister, AB 
Ste. Agathe, MB 
Altona, MB 
Nipawin, SK 

Fort Sask., AB 
Harrowby, MB 
Clavet, SK 
Lethbridge, AB 
Carman, MB 


various 


* the recently closed National Starch plant in Collingwood is being converted to ethanol production 


** plant closed 


Source: Milling and Baking Annual, Bakers Journal, AAFC and industry estimates 


soybeans, canola 
soybeans 
soybeans 


canola 
canola 
canola, flax 
canola 
canola 
canola 
canola 
canola 
soybeans 


3,600 3,600 
3,000 3,000 
100 100 
6,700 6,700 
2,000 2,000 
Wa 1,000 
1,000 1,100 
1,000 1,000 
700 700 
1,400 1,400 
2,000 2,400 
975 1,120 
Wa 200 
9,075 10,920 
725 30 


16,500 17,650 
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PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES June 12, 2006 


This week Last week Month ago Year Ago 

[eS (CBO ee eee ge mk | SCRE Oat nema) W156 GO Mer ea 160 20em |e 197.Cbens |e 142750° 
a (Cothbridge) is [are ean eee | Weds Barley baka | ob 107, COW | BeN4 07.00 me | mewn 19. CORMEOm | eed to115.00 ame | 
To: Bayport, ON 1 In-store 
ee [aL MAL thm. 4 Oat aa Ce A aie CNA a eae NIA |e GNA S| 
ai aes ae ie Pere |e eee Barley | WI a4 SOs | ek 154/508 ars een 140: comes [tomer 14299. 
|S Montreal OCs 1i(1)aeas |incstore Rann pes |e F Wheatle mate|Nnne 165,030 8 ea164105 mum [Sal 160,05iaers [arm 195.0300" 5 
BMD eee oe a eS ie ee ee ee Be ee ee eee 
REN ee ad eS ee ee CR Od kl Gs 
Truck via Halifax 
ERS RGAE [OASIS Re tale MN | NN CLONES NU A hems a NAR [FOE CD NAS Id [Oat N/AY Ee 
SEES ae | ere ae eeu Barley aatindo)| igs 163.50 ne) | SHR 163 505s [SIGN SO eee |e 171.5056 | 
[2 SAE ee anes iy eines ae a oan | ee Oat | NA E/E RE NAO | OME NIA Ugi S| nant ot NIA De ba] 
| <span ita ek eee ate? | SAea Baroy eeeat | i116 1.00808 Sa 16 1 00N.Ss (mI O7-0ONESRIN ey 2-4 169,00 Sur] 
SS Se BEN Ea a VATE S| DE Oats are: |e SR NA SAN UPAN/ASE |Fokene NIA Seas [Bas NIA Roe 
SS eee | de aw | ame arieye_ Bobs |e 8147 GON e147 Gola | Wide 153 SORES | 155 500 9 2} 
oc ae Ea ee eek | Re Oat ice ee NVA NIA Se |) eRe NIA ae RE NA Be 
| AS ai Sas aa RR pae Ae (RIE Barley e ae noes NAS PIN AMeons [Pm uner NAMIE | ee ENA = aa 
ose MeifortsSH cai | i i ee Sean eaeee | MORN Vie timers (Pn NIA | Sa VAL | DENA SI [RERNA © | 
Se ee, | PST Ee ack let | MEO at we. |S NIA ee [oe NA om: |e NAS Re NA A | 
Se eee See Ma [Track 
} 28 “Bayport: ON’ = sess ster | aah ia eR ene | MARNIE Vii teiaee=t| mae N/A eee | TEENA isa Seale NIA [Ke ANAL I 
PS eS Se ie eee 2 ees | SEO Oe SP TANIA eas MEINE SERNA GSS © SANA oo 
a ee SN SE Ie el en ed ee (ee 
[Montreal OC See Saint eae 07 Se Ry | Wheat ehaee NAP URENVALT ag. |) SoRENADT a2 8 [cu SEINVA San ea] 
Es eee ae ae ee se Oat eE (PNA es [RPEMNIA Goes | NA a enl| CIA | 
a ae ee Se i ee ee ed ee 
[= SiMohcton| NB ies sae Raley ear cr eee RP ode (EN Aen Oe NARs | ln NA Sahl eaeeEeN WATT = =| 
A a ea | RS VAS ARN | REBT Oai 9) Sok [SONA S RARE Act [>> SNA er tees INAS om 
a ere eed ee ed 
MR fT a ae ed Nd 
a a 2 ie a a ee ee en 
Pp C—~—SCSCSCSC Track / Truck via Sydne 
| __S Stepherivite NI isin | Aes canarias | Wheaties | Ean NAGA [Dea N/A |G WARE DEERE NIA 
MN es i ee ee es ee 
a ee a ee ed ed eae oe es ee eee ee N/A 
Pe ee ee ed ee cl ee ee ee 

ie ee hare ee ee eg re et re ae 
Com? Sa. Sets aes | Re ee | eUSoR bd [19-Jun-0611 229-May-06 15-May-06 13-Jun-05 
From: US Lake Port ss] On'Boaid Vessel aus | El oe Seban (P1076008() . 412030m| 1 M1521mE, [=m 10230 2 
To: Montreal, QC (1 In-store PRESS ee IE Sea ie DS ne ee es 
[Frome Chics go’ (IL) Same aa [rack amen ane nunD | SRNNE NO AgNNNE |fe8 0411210 | NE 1057 2kes | aI Soe | ENR 05 250 ea 
To: Montreal, QC Track aaa aR ope Sta | 1331040 |e 199 50 | eee 147 ee De | Mae 3411 | 
From: “Chatharn ON isa Track seen nananaees | abGRMUgananelts (Ol (05.008 DaN 415.6000 (LNs 73m a enmnI047 
To: Montreal, QC Track ET SR ESS Seco or a ee 
Soymeal 48% Protein 
[rom Hariri Ni sae | ean | SUSY NEE 77747 4 [mae 737'G 7A SASe |e 29907 
To Montel CC a [eck Sanaeaasieae | OUR A ea Seabs | 257078 |W 257.250 ail eeaG2.87 ee | R80 
Sa er Bd ye ee eS 
Suro, NS eae eae | Teck eRe mepneann [oh 57 Fedemeieline 774 104)m|leano79(07 08: |e oaed ee egalaze0aT 
Track / Truck via Sydne ee eb mae 52216 0 ONE 32765 eel 333478 | 26.00. 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs includino 


duty and exchange where applicable 


\ a 
oh 


r 
i 


aA 
~ 
‘ | 
j 


\ 
oo 


Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


Bi-weekly Bulletin 


July 14, 2006 


BRAZIL 


Volume 19 Number 10 


Government 
Publications 


Brazil is one of the largest soybean producers in the world and has become the second largest exporter of soybeans. Its 
long-term potential to increase the production of soybeans at a low cost is one of the main factors to watch in relation to 
infrastructure and credit problems which constrain expansion. It has also played a major role in the on-going 
negotiations of the World Trade Organization as the leader, along with India, of the Group of Developing 

countries (G20). It is also a leader in the production and use of ethanol derived from its high sugar production. This 
issue of the Bi-weekly Bulletin examines the situation and outlook for Brazil for grains, oilseeds, pulses and special crops. 


Introduction 

Agriculture contributes 10% to Brazil's 
Gross Domestic Product (GDP) and 
employs 20% of the country’s labour force. 
lf agriculture related sectors, such as; 
packaging, crop inputs, biofuels and 
agricultural equipment are included, 
Agriculture would contribute nearly 30% to 
the GDP. 


The main agriculture products produced in 
Brazil are: coffee, soybeans, wheat, rice, 
corn, sugar cane, cocoa, citrus, beef and 
poultry. The main exports are: cocoa, 
coffee, soybeans, beef, poultry, tobacco, 


orange juice, various tropical fruits and nuts. 


Brazil faces major competitors on the 
international market from United 

States (US), the European Union (EV), 
Canada, Australia, New Zealand and other 
emerging nations such as Thailand, 
Malaysia, South Africa, Mexico and Chile. 


Canadian agri-food exports to Brazil have 
declined steadily from CAN$394 million (M) 


in 1996 to CAN$39M in 2005. This is 
largely due to the depreciation of the 
Brazilian real (R), along with competition 
from Mercosur countries, in which wheat 
exports, Canada’s dominant export to 
Brazil, were replaced by less expensive 
Argentine wheat. Canada continues to 
have a substantial negative trade balance 
with Brazil (CAN$512M in 2005) for 
agricultural and agri-food products, despite 
the fact that Brazil is a large importer. 
Canada’s market share of Brazilian imports 
was less than 1% in 2005. 


The successful negotiation of the Canada- 
Brazil Consultative Committee on 
Agriculture in June 2006 will provide both 
countries an instrument to improve the 
bilateral relationship and work strategically 
together towards areas of mutual interest. 
However, further branding and promotion by 
Agriculture and Agri-Food Canada’s 
interdepartmental Brazil Team, will be 
necessary in order to gain a more balanced 
agri-food trading relationship with Brazil. 


CHICAGO BOARD OF TRADE: MONTHLY SOYBEAN 
PRICES (IN US DOLLARS AND BRAZILIAN REALS) 


1997 1998 1998 1999 1999 2000 2000 2001 2002 2002 2003 2003 2004 2005 2005 2006 
June 1997 to June 2006 


Source: CBoT, Pacific Exchange Rate Service 


vena maw dollar real 


Agriculture Policy 

Brazilian agricultural policy is based on two 
main tools: credit and income guarantees to 
producers. Credit is provided for working 
capital, marketing, storage, and investment. 
Income guarantees rely on a set of devices 
developed under the Minimum Guaranteed 
Price Policy to support prices and 
producers’ income. 


Government credit is by far the dominant 
source of financing available to agricultural 
producers. The credit system provides 
financial resources at subsidized fixed, low- 
interest rates through separate production 
and marketing programs (60%), investment 
programs (30%), and programs for financing 
agribusinesses at market rates (10%). 


Brazilian agriculture has been in a financial 
crisis. The rea/ has appreciated by 29% for 
the past three years, from 3.07 reals per US 
dollars (R/US$) in 2003 to 2.19 R/US$ for 
2006 to date. This is in comparison to a 
depreciation of 185% from 1997 to 2003. 
The recent appreciation of the real 
depressed domestic prices significantly. 
The Chicago Board of Trade (CBoT) 
soybean future prices in US dollars 
decreased by 28%, from US$297 per 
tonne (/t) for 2003-2004 to US$/214/t for 
2005-2006 to date. For the same period, 
CBoT soybean prices in reals decreased by 
46% from 878 Rit to 474 Rit. 


The rising energy price has significantly 
raised input costs for Brazilian producers, 
such as fertilizer, machinery and 
transportation costs. As a result, local 
soybean prices have been below production 
costs in some areas. Producers have been 
unable to pay off their debts and farmland 


Canada 


prices have been declining sharply. The 
drought and soybean rust made the 
situation even worse. 


On April 6, 2006 the Minister of Agriculture, 
Roberto Rodrigues, announced an aid 
package of $14.7 billion (G) reals 
(US$6.9G) to alleviate financial difficulties. 
This is the second year in a row that the 
Brazilian government has helped farmers 
with an aid package. 


On May 12, 2006, the Brazilian government 
announced a plan offering US$470M in 
price supports to soybean growers. On 
May 26, 2006, the government announced 
another aid package primarily for debt 
deferments up to 4 years. Soybean farmers 
are struggling with low prices, a 75% 
increase in internal transportation costs and 
sharply higher fertilizer, fuel and rust control 
chemical costs. 


The Brazilian government’s support to 
producers has been very low, amounting to 
about 3% of the value of production in 2004. 
Only a small portion of the latest aid 
package will provides a subsidy, and 
therefore will not likely affect production or 
trade. The aid is expected to increase 
Brazil’s level of producer support by an 
additional percentage point in 2006. 


Trade Agreements 

Mercosur, the Southern Common Market 
customs union, was formed in 1991 by 
Brazil, Argentina, Paraguay and Uruguay. 
Venezuela became the fifth member on 

July 4, 2006. There are currently five 
associate members of Mercosur, i.e. Bolivia, 
Colombia, Ecuador, Peru, and Chile. 


Mercosur is presently involved in 24 trade 
dialogues and negotiations, with partners 
such as India, the South African Customs 
Union, Egypt, Morocco, China and Mexico. 
In 2004, Mercosur signed a trade 
agreement with the Andean Community 
comprised of Bolivia, Columbia, Ecuador, 
Peru and Venezuela. 


On May 11, 2005 Mercosur signed a free 
trade zone frame agreement with the Gulf 
Cooperation Council, consisting of Saudi 
Arabia, Bahrain, Qatar, the United Arab 
Emirates, Kuwait, and Oman. 


Wheat 

Brazil is one of the world's five leading 
wheat importers. Over the last five years, 
Brazilian wheat imports averaged 6.4 million 
tonnes (Mt), accounting for 65% of the total 
domestic consumption. Over the past ten 
years, while wheat consumption increased 
steadily, wheat imports have been relatively 
stable, as seeded area and production 
increased. However, wheat area was still 
small, at about 11% and 17% of the area 
harvested for soybean and corn, 
respectively. 


2 
For 2005-2006, wheat production 
decreased to 4.9 Mt, 17% below 2004-2005, 
as heavy rains during harvest led to a fall in 
harvested area and lower yields. Imports 
are forecast to rise by 19% to 6.2 Mt, mostly 
from Argentina, Paraguay and the US. 
Brazilian wheat imports from the US are 
largely Hard Red Winter (HRW) wheat. 
Brazil has not historically been a wheat 
exporter. However, in 2003-2004, it 
exported 1.3 Mt of wheat due to excessive 
supplies of medium to lower quality wheat. 
In 2005-2006, Brazilian exports are 
estimated at 0.75 Mt. 


For 2006-2007, area seeded is forecast to 
fall slightly and, assuming average yields, 
production is forecast to decrease by 10% 
to 4.4 Mt, with imports unchanged at 6.2 Mt 
and exports declining to 0.03 Mt. 


Brazil was an important wheat market for 
Canada and Canadian exports averaged 
1.4 Mt during the 1991-1992 to 1995-1996 
period. However, Canadian wheat exports 
to Brazil have decreased significantly since 
then. With the establishment of the 
Mercosur, a 10% tariff differential plus a 


BRAZIL: WHEAT SUPPLY AND DISPOSITION 
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BIOFUELS 


Brazil is the world’s largest producer of biofuels, producing 16.5 billion litres (GL) and exporting over 2.0 GL of ethanol in 2005. In Brazil, 
renewable fuels account for over 20% of transportation fuels. 


The Brazilian government began a National Fuel Alcohol Program in the 1970s to increase the share of domestically produced fuel used in 
the transportation sector. The original program was eliminated but the government still provides support to ethanol production through a 

combination of market regulation and tax incentives. Primary support through market regulation takes the form of an official blending ratio 
of ethanol with gasoline of between 20-25% in transportation fuel. 


In Brazil, ethanol is produced from sugarcane, which is a more efficient source of fermentable carbohyrates as well as much easier to grow 
and process. One tonne of harvested sugarcane contains about 145 kilograms (kg) of dry fiber (bagasse) and 138 kg of sucrose. If the 
cane is processed for ethanol and all the sucrose is used, 72 L of ethanol is produced. Vehicles that can run on ethanol, gasoline or a 
mixture of the two account for 70% of all vehicles manufactured in Brazil. The US produced 16.2 GL of fuel ethanol and imported 500 ML 
almost all from Brazil, in 2005. As a low cost ethanol producer, Brazil may be interested in exporting ethanol to Canada. However, Canada 
has an import tariff of CAN$0.0492 per litre on ethanol. 


On October 30, 2002, Brazil introduced the Prodiesel program to develop technology for the production, industrialization, and use of 
biodiesel, and its mixtures with diesel using pure and residual veg oils. The Brazilian government has also enacted a law establishing 
biodiesel obligations: 2% by the end of 2007 (800 ML per year) and a final goal of 20% by 2020 (12 GL per year). 


25% tax on the freight for non-Mercosur 
countries practically excludes Canadian 
wheat from being priced competitively with 
Argentinean wheat. In addition, the closer 
proximity, as well as less expensive (lower 
quality) wheat, gives Argentina a 
geographical advantage in the price 
sensitive Brazilian market. For 2005-2006, 
Canadian wheat exports to Brazil are 
forecast at 40,000 t. For 2006-2007, 
Canadian wheat exports to Brazil are 
forecast to be similar to 2005-2006. 


Corn 

Brazil is the third largest corn producer in 
the world only behind the US and China. A 
major portion of the corn crop is consumed 
by the large livestock industry. The poultry 
industry accounts for about 60% of the 
domestic feed use. The corn crop is 
predominantly non-genetically 

modified (GM). 


For 2005-2006, corn production increased 
to 41.0 Mt, 17% above 2004-2005 due to 
higher harvested area and yields. Imports 
are forecast at 0.5 Mt, mostly from 
Paraguay and Argentina. Brazilian corn 
exports are estimated at 1.5 Mt, up from the 
previous year but much lower than before, 
as Brazilian export prices are not 
competitive with US and Argentine free on 
board (FOB) prices, partially due to the 
relative strength of the rea/ against the US 
dollar. 


For 2006-2007, area seeded to corn is 
forecast to fall marginally and, assuming 
average yields, production is forecast to 
decrease marginally to 40.5 Mt. However, 
due to large carry-in stocks and an 
expected rise in imports, Brazilian corn 
supplies are forecast to rise marginally, 
while exports are projected to drop by 50% 
to 1.0 Mt 


Barley and Oats 

For 2005-2006, Brazilian barley imports are 
estimated at 150,000 tonnes (t) and are 
consumed domestically as feed. For 2006- 
2007, Brazilian barley imports are forecast 
to be similar to 2005-2006. 


Canadian malt exports to Brazil have 
decreased significantly since 1997-1998, 
when exports reached the highest of 


114,000 t. Competition from cheaper, lower 


quality EU malt and preferential treatment 
for Mercosur countries are the major factors 
contributing to declining market shares for 
Canada. For 2005-2006, Canadian malt 
exports to Brazil are expected to be similar 
to 2004-2005 at 27,000 t. For 2006-2007, 
Brazilian malt imports are forecast to be 


similar to 2005-2006 with Canadian malt 
exports to Brazil unchanged from last year. 


Brazilian oat production for 2006-2007 is 
projected at 0.5 Mt, down marginally from 
2005-2006. The majority of oats used in 
Brazil are also consumed as feed, with very 
little used for food use. 


Soybeans 

Brazil is one of the largest exporters of 
soybeans, soymeal and soyoil with over 
30% of the market share. The use of 
soybeans and soybean products in animal 
feed has been a major factor in the increase 
of soybean production. Brazilian exports of 
these three commodities have risen from 

17 Mt to over 40 Mt in the last 10 years. 


It is expected that in 3-5 years, Brazil will be 
the world’s largest producer of soybeans. 
Lower production costs give Brazil a strong 
competitive edge in international markets for 
soybeans. The cost of production in Brazil 
is much lower than in Canada and the US 
and has contributed to Brazil’s increase in 
market share. Currently, this advantage is 
partially offset by higher transportation and 
marketing costs to export destinations. 
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Brazil plays an important role in determining 
soybean prices. Brazil produces about 25% 
of world’s soybean production. Between 
Brazil and Argentina, they account for about 
55% of the world market for soybean 
exports. 


Brazil is one of the few major soybean 
producers that have officially banned the 
use of GM varieties. However, producers 
would like to have the option to plant both 
GM and non-GM soybeans so they can 
capture cost savings and improve 
productivity. Brazil feels that it will lose 
access to markets in Europe and Asia, if 
GM soybeans are approved for commercial 
use. 


For 2005-2006, soybean production 
increased to a record 55.0 Mt, 4% above 
2004-2005 due to higher yields. As a result, 
Brazilian soybean exports for the October- 
September marketing year are currently 
estimated at a record 25.3 Mt, up 26% from 
2004-2005. The main markets for Brazilian 
soybeans are China and the EU. The 
appreciation of the rea/ and the high 
transportation and handling costs have 
depressed soybean prices in interior 
producing areas to levels below production 
costs. 
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WORLD: SOYBEAN EXPORTS 
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For 2006-2007, area seeded to soybeans is 
expected to fall for the second consecutive 
year, in response to low prices from 
burdensome domestic stocks and large US 
supplies. This, combined with high costs for 
fungicides required to control the spread of 
the Asian Rust Fungus is expected to cause 
producers to shift area out of soybeans and 
into rice. However, Brazilian soybean 
production is forecast to increase marginally 
to 56.0 Mt, due to higher yields. Soybean 
exports are forecast to fall marginally to 
25.4 Mt. 


Soymeal 

The domestic demand for soymeal has 
increased in line with the expansion in the 
poultry sector. Approximately 65% of 
domestic soymeal consumption goes to the 
poultry sector and 25% goes to pork 
production. Generally, about 60-65% of the 
soymeal produced is exported, mainly to 
Japan and China. 


For 2005-2006, domestic crush of soybeans 
is estimated at 27.5 Mt, down 6% from last 
year. Soymeal production is estimated at 
21.2 Mt, marginally below the record 
production of 2004-2005. With lower total 
supplies, soymeal exports are projected at 
12.4 Mt, compared to 14.2 Mt in 2004-2005. 


For 2006-2007, soybean crush and soymeal 
production are projected to rise to 28.0 Mt 
and 21.7 Mt, respectively. Exports are 
forecast to increase marginally to 12.5 Mt. 


Soyoil 

Soyoil and canola oil are substitutes in the 
vegetable oil market. As Brazilian soybean 
exports increase, the world price of 
soybeans falls, depressing the price of 
canola. Brazilian soyoil production and 
exports have been flat during the last 

4 years, at about 5.5 Mt and 2.4 Mt, 
respectively. 


For 2005-2006, soyoil production is 
projected to fall by 6% to 5.1 Mt and exports 
are forecast to decrease by 13% to 2.1 Mt. 


For 2006-2007, soyoil production is forecast 
to increase to 5.2 Mt, while exports are 
forecast to be similar to 2005-2006. 


Pulse and Special Crops 

Brazil is the second or third largest, 
depending on the year, market for Canadian 
canary seed. In 2004-2005 Canadian 
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exports were 24,000 t and are expected to 
increase to 25,000 t in 2005-2006. 


For 2006-2007, Canadian exports are 
forecast to remain at about 25,000 t. 
Although Argentina is the preferred supplier 
of canary seed to Brazil because of the free 
trade agreement, its production is only 
about 18,000 t. Therefore, Canada supplies 
most of the canary seed used in Brazil. 


Canada exported 8,000 t of dry peas to 
Brazil in 2004-2005. Exports for 2005-2006 
and 2006-2007 are expected to be similar 
to 2004-2005. Brazil imports green peas 
for food use. Imports have been relatively 
Stable during the past 5 years at about 
22,000 t. Argentina is the main supplier. 


Canada exported 13,000 t of lentils to 
Brazil in 2004-2005. Exports for 2005- 
2006 and 2006-2007 are expected to be 
similar to 2004-2005. Brazil imports 
mostly large green lentils. Nearly all of 
Brazilian lentil imports were from Canada. 
Imports have been relatively stable. 


Canada exported 1,400 t of chickpeas to 
Brazil in 2004-2005. Exports for 2005- 
2006 are expected to be similar to 2004- 
2005, but increase to 2,000 t in 2006-2007, 
as Canadian production increases. Brazil 
imports mostly large kabuli chickpeas. 
Imports have been relatively stable during 
the past 5 years at about 4,000 t. Mexico 
and Canada are the main suppliers. 


Market Prospects 

Canada is expected to continue to support 
existing exports of Canadian agricultural 
products to Brazil while exploring new 
opportunities with agricultural 
organizations that have targeted Brazil as 


potential market. Canada will continue to 
explore niche opportunities to reach Brazil’s 
consumer market for agricultural foods. 


For more information, please contact: 


Bobby Morgan, 
A/Coarse Grains Analyst 
Phone: (204) 984-0680 
E mail: morganb@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK June 27, 2006 


Statistics Canada (STC) estimates that the areas seeded to non-durum wheat, oats, corn, mixed grains, flaxseed 
and soybeans have increased for 2006, while areas for durum wheat, barley, canola, rye and summerfallow have 
decreased. Crop development and condition is, in penural normal. It is assumed that precipitation will be 
normal for the growing and harvest periods and that quality will be normal. Trend yields are assumed for both 
western and eastern Canada, as soil moisture reserves are good in most areas, although there are areas which 


are too d 


and other areas which have excessive moisture. The abandonment rate is expected to be normal. 


However, in north-eastern Saskatchewan it is estimated that more than 400,000 hectares will not be seeded this 
year due to excessive moisture, and the AAFC harvested area projections have been adjusted accordingly. 


AAFC forecasts that total production of grains and oilseeds in Canada will decline by 6% from 2005-06, to 63 


million tonnes (Mt), above the 


decline by 7%, to 47.3 Mt, with eastern Canadian proiucion down by 2%, at 15.5 

are expected to increase in 2006-07. Non-durum w 

from 2005-06, while durum, oat, flaxseed and soybean prices are expected to decrease. 

Petre by the strong Canadian dollar. The ma 
S and Canadian spring wheat crop conditions, t 


exchange rate. 


DURUM 

For 2006-07, production is forecast to 
decrease by 35% due to lower area seeded 
and yields. This is partly offset by higher 
carry-in stocks. Supply is forecast to fall by 
16% to 7.1 Mt, but remain 8% above the 
10-year average. Exports are expected to 
decrease by 9%, due to increased 
production in North Africa and the EU, the 
major importing regions. Carry-out stocks 
are forecast to fall by 27%, but remain 22% 
above the 10-year average. The Canadian 
Wheat Board (CWB) Pool Return Outlook 
(PRO) is below 2005-06 for most grades 
due to lower demand and the strong 
Canadian dollar. The discount of No.1 
CWAD 11.5 durum to No.1 CWRS 11.5 
wheat is projected at $17/t, the largest on 
record. 


WHEAT (ex-durum) 

Production is forecast to increase by 8%, 
with the larger harvested area only partly 
offset by lower expected trend yields. 
Higher carry-in stocks will also contribute 
to increased supply. Exports are forecast to 
increase by 25% due to record production 
of 2.4 Mt in Ontario and increased supply 
of high quality wheat in western Canada. 
Wheat feeding is expected to decline, due 
to reduced supplies of feed wheat. Carry- 
out stocks are expected to decline by 10%, 
to a level close to the 10-year average. The 
CWB PRO for most grades/classes is up 
from 2005-06 due to higher world prices, 
which more than offset the strong Canadian 
dollar. However, the premiums for high 
protein No.1 CWRS are forecast to 
decrease due to the expected better quality 
of the 2006 Canadian and US HRS crops. 


BARLEY 

Production is forecast to decrease by 12% 
due to lower area and yields. Lower carry- 
in stocks will also contribute to a 13% 
decrease in supply. Exports are forecast to 
decrease by 19%, as lower feed barley 
exports are only partially offset by higher 
exports 

of malting barley. Despite lower exports 
and domestic feed use, carry-out stocks are 
forecast to fall significantly. The average 


or factors to watch are: 


off-Board feed barley price (No.1 CW, in- 
store Lethbridge) is forecast to increase by 
$20/t from 2005-06 to $130/t. The CWB 
PRO for No. | CW feed barley for Pool A 
in 2006-07 is $113/t, vs. $122/t for Pool B 
in 2005-06. The CWB PRO for SS2R 
malting barley is $161/t vs. $170/t for 
2005-06, due to strong export competition 
from Australia. 


CORN 

Production is forecast to decrease by 6% as 
a result of lower yields. Imports are 
forecast to increase significantly from 
2005-06, as a result of lower domestic 
supply and strong demand for animal feed 
and ethanol. Carry-out stocks are forecast 
to drop by 22%. The average price at 
Chatham elevator is forecast to increase by 
$20/t due to higher US corn prices. 


OATS 

Production is forecast to increase by 17% 
due to larger area and a return to normal 
abandonment rates. Supply is expected to 
increase as higher production more than 
offsets lower carry-in stocks. Exports are 
forecast to rise marginally from 2005-06, as 
a result of strong US import demand. 
Although feed use is expected to rise 
significantly, carry-out stocks are projected 
to rise by 22%. Chicago Board of Trade oat 
nearby futures prices are forecast to 
decrease by Cdn$15/t from 2005-06 to 
Cdn$125/t, narrowing the US price 
premium for oats over corn. 


CANOLA 

Production is forecast to decrease by 16% 
to 8.1 Mt because of slightly lower area 
and yields. Supply is expected to decrease 
by 6%, but remain historically high, due to 
burdensome carry-in stocks. Exports are 
forecast to remain at the record setting pace 
of 2005-06 largely due to reduced 
competition from the EU-25 and increased 
European bio-diesel production. Domestic 
crush is forecast to rise slightly following 
expansions to some processing plants. 
Carry-out stocks are forecast to fall but will 
remain significantly above the 10 year 
average. Prices are expected to rise from 


-year average of about 60 Mt. In western Canada, production is forecast to 


t. Exports and domestic use 


eat, canola, feed barley and corn prices are expected to increase 


rices will continue to be 


rowing conditions in the US corn belt, 
e biofuel market, ocean freight rates and the Canada/US 


the low of 2005-06, but will be pressured 
by lower US soyoil prices. 


FLAXSEED (excluding solin) 
Production is forecast to decrease by 6% 
due to lower yields. Supply is expected to 
rise sharply because of burdensome carry- 
in stocks resulting from high production in 
2005-06 and low EU imports. Although 
exports and total domestic use are forecast 
to rise, carry-out stocks are expected to 
increase to a burdensome 0.75 Mt vs. the 
10-year average of 0.2 Mt. As a result, 
prices are forecast to decline. 


SOYBEANS 

Production is forecast to decrease by 6%, 
as lower yields more than offset the rise in 
area. Supply is forecast to decrease as 
reduced output more than offsets the 
projected rise in imports and carry-in 
stocks. Exports are forecast to increase to a 
record high, while domestic crush increases 
slightly from 2005-06. Although carry-out 
stocks are forecast to fall, prices are 
expected to pressure by lower US soybean 
prices. 


FURTHER INFORMATION: 
Wheat...... Glenn Lennox (204) 
983-8465 


JOS TEL Wonertreprrnerrtceeror ry lennoxg@agr.ge.ca 
Coarse Grains...Bobby ae 
Morgan...983-8461 E-mail............sccseeeee 
morganb@agr.ge.ca 

Oilseeds..... ris Beckman......... 984-4929 
Berm ai yetaietenscceucescts beckmac@agr.gc.ca 
Fred Oleson, Chief ...............0000 983-0807 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION June 27, 2006 


Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 
Grain and Seeded Harvested “Yield Production Imports (b) Supply Exports(c) Use(e) Dockage Use (d) Stocks Price (f) 
Crop Year (a) thousand ha tha —_— thousand metic tonnes ——$ $$ $$ Sit 
Durum 
2004-2005 2,230 2,141 2.32 4,962 1 6,752 3,218 254 536 1,013 YA 201 
2005-2006F 2,341 2,297 2.58 5,915 1 8,436 4,050 255 671 1,086 3,300 179* 
2006-2007F 1,725 1,710 2.24 3,825 1 7,126 3,700 260 566 1,026 2,400 Wee 
Wheat Except Durum 
2004-2005 8,169 UCL PAT 20,898 13 25,203 11,593 2,845 4,521 8,138 5,471 190 
2005-2006F UTS 7,530 PUT 20,860 19 26,351 12,000 2,870 4,385 8,151 6,200 186* 
2006-2007F 9,025 8,700 2.58 22,475 10 28,685 15,000 3,100 4,125 8,085 5,600 192s 
All Wheat 
2004-2005 10,399 9,862 2.62 25,860 14 31,955 14,812 3,099 5,056 9,151 7,992 
2005-2006F 10,094 9,826 Detie: 26,775 20 34,787 16,050 3,125 5,056 9,237 9,500 
2006-2007F 10,750 10,410 2.53 26,300 lif 35,811 18,700 3,360 4,691 9,111 8,000 
Barley 
2004-2005 4,678 4,050 3.26 13,186 83 AO 1,863 268 9,358 10,019 3,489 112 
2005-2006F 4,440 3,889 Ez 12,481 45 16,015 2,700 260 9,650 10,315 3,000 105-115 
2006-2007F 4,090 3,510 Sait 10,930 30 13,960 2,200 270 9,085 9,760 2,000 120-140 
Corn 
2004-2005 1,185 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 100 
2005-2006F 1,124 1,096 8.63 9,461 1,600 12,862 250 2,500 8,297 10,812 1,800 90-110 
2006-2007F less 1,105 8.01 8,855 2,900 13,555 200 3,300 8,640 11,955 1,400 110-130 
Oats 
2004-2005 1,995 11,2116 2.80 3,683 26 4,497 1,675 118 1,560 1,834 988 131 
2005-2006F 1,853 1,326 2.59 3,432 15 4,435 1,700 140 15525 1,835 900 135-145 
2006-2007F 2,205 e555 P2tSyih 4,000 10 4,910 1,750 140 1,745 2,060 1,100 115-135 
Rye 
2004-2005 284 165 Pd leys 418 1 487 122 48 155 220 145 69 
2005-2006F 226 148 2.42 359 1 505 120 48 160 225 160 70-80 
2006-2007F 205 134 2.24 300 1 461 110 48 156 221 130 80-100 
Mixed Grains 
2004-2005 220 111 2.87 318 0 318 0 0 318 318 0 
2005-2006F 209 109 2.78 303 0 303 0 0 303 303 0 
2006-2007F 230 121 2.85 345 0 345 0 0 345 345 0 
Total Coarse Grains 
2004-2005 8,362 6,713 3.94 26,442 2,531 33,074 3,902 2,828 19,342 22,749 6,424 
2005-2006F 7,852 6,568 3.96 26,036 1,661 34,121 4,770 2,948 19,936 23,491 5,860 
2006-2007F 7,865 6,425 3.80 24,430 2,941 33,231 4,260 3,758 19,971 24,341 4,630 
Canola 
2004-2005 5,319 4,938 ASI 7,728 108 8,444 3,412 3,031 328 3,403 1,629 309 
2005-2006F 5,491 5,283 1.83 9,660 125 11,415 5,000 3,400 470 3,915 2,500 270-290 
2006-2007F 5,420 5,156 1.58 8,125 150 10,775 5,000 3,450 480 3,975 1,800 270-310 
Flaxseed 
2004-2005 728 528 0.98 517 39 648 468 n/a n/a 151 30 n/a 
2005-2006F 842 803 1e35 1,082 40 1,152 425 n/a n/a 227 500 275-285 
2006-2007F 858 800 1.26 1,010 20 1,530 550 n/a n/a 230 750 225-265 
Soybeans 
2004-2005 1,229 1,178 2.59 3,048 393 3,581 1,122 1,610 457 2,190 270 248 
2005-2006F 1,176 1,169 2.70 3,161 300 Sail 1,250 1,600 461 2,181 300 215-225 
2006-2007F 1,210 1,197 2.48 2,970 350 3,620 1,350 1,650 270 2,020 250 195-235 
Total Oilseeds 
2004-2005 UAT 6,643 1.70 11,293 540 12,674 5,002 4,641 927 5,743 1,929 
2005-2006F 7,510 7,255 1.92 13,904 465 16,298 6,675 5,000 931 6,323 3,300 
2006-2007F 7,487 7,154 1.69 12,105 520 15,925 6,900 5,100 750 6,225 2,800 


eee 
Total Grains And Oilseeds 


2004-2005 26,038 23,219 2.74 63,596 3,085 77,703 PTS 10,568 295329 37,643 16,345 
2005-2006F 25,456 23,650 2.82 66,715 2,146 85,206 27,495 11,073 25,923 39,050 18,660 
2006-2007F 26,103 23,989 2.62 62,835 3,472 84,967 29,860 12,218 25,412 39,677 15,430 


(a) Crop year is August-July except corn and soybeans which are September-August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Totals excludes flaxseed due to data confidentiality. 


(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western delivery points); Canola 
(No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board Pool Return Outlook — May 25, 2006 

** CWB PRO - June 22, 2006 

F: Forecast; Agriculture and Agri-Food Canada-—- June 27, 2006 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2006-07, the total area seeded to pulse and special crops in Canada decreased by 12% from 2005-06, as higher areas for dry peas, chickpeas 
and buckwheat were more than offset by lower areas for lentils, dry beans, mustard seed, canary seed and sunflower seed. Statistics Canada’s 
(STC) seeded area survey, conducted during May 24 to June 4 and released on June 22, provided estimates for most pulse and special crops by 


June 27, 2006 


province, but for some of the smaller producing provinces the area seeded has been forecast by AAFC. Crop development and condition is, in 
general, normal. It is assumed that precipitation will be normal for the growing and harvest periods and that quality will be normal. Trend 
yields are assumed for both western and eastern Canada, as soil moisture reserves are good in most areas, although there are areas which are 
too dry and other areas which have excessive moisture. The abandonment rate is expected to be normal, except for dry peas and canary seed in 
Saskatchewan for which slightly higher than normal abandonment is forecast because of excessive moisture in north-eastern Saskatchewan, 
where a significant portion of these crops are produced. 


Total production in Canada is forecast to decrease by 16%, from 2005-06, to 4.47 million tonnes (Mt). Total supply is expected to decrease by 
11% to 5.98 Mt, as higher carry-in stocks offset some of the decrease in production. Exports, domestic use and carry-out stocks are forecast to 
decrease because of lower supply. Average prices, over all types, grades and markets, are forecast to increase for dry peas, lentils, mustard seed, 
canary seed and sunflower seed, decrease for dry beans and chickpeas, and be the same for buckwheat. The stronger Canadian dollar, 
compared to the US dollar, is expected to have the largest impact on dry bean and sunflower seed prices, as Canadian prices for these crops are 
directly related to US prices. The main factors to watch are weather conditions, especially precipitation, during the growing and harvest 
periods in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean 
shipping rates and growing conditions in the major producing regions, especially the United States, the European Union, Turkey, Australia, 


India and Mexico. 


DRY PEAS 

For 2006-07, production and supply are forecast 
to decrease, as lower yields and higher 
abandonment more than offset the 4% increase in 
seeded area. Production is expected to decrease 
for yellow, green and other types. World supply 
is expected to remain stable at 12.2 Mt as higher 
production, mainly in the US and EU, is offset by 
lower carry-in stocks. Canadian exports are 
forecast to decrease because of lower Canadian 
supply and lower demand in the EU feed 
markets. Carry-out stocks are forecast to 
decrease, with a stocks-to-use ratio (s/u) of 8%. 
The average price, over all types, grades and 
markets, is expected to rise from 2005-06 due to 
lower Canadian supply. 


LENTILS 

For 2006-07, production and supply are forecast 
to decrease sharply due to a 34% lower seeded 
area and lower yields. Production is expected to 
decrease sharply for large, medium and small 
green lentils, but increase for red lentils. Carry- 
in stocks are forecast to be high for green lentils, 
but low for red lentils. World supply is forecast 
to decrease marginally to 4.54 Mt, due to a fall in 
the supply of green lentils. Canadian exports are 
expected to increase because of a higher supply 
of red lentils. Carry-out stocks are forecast to 
decrease sharply, with a s/u of 41%. The average 
price is forecast to increase for green lentils, but 
decrease for red lentils as the supply of green 
lentils decreases, while the supply of red lentils 
increases. Over all types and grades, the average 
price is forecast to increase. 


DRY BEANS 

For 2006-07, production is expected to increase 
marginally, as a 15% lower seeded area is more 
than offset by lower abandonment and higher 
yields. Production is forecast to be similar to 
2005-06 for all classes of dry beans, white pea, 
pinto, Great Northern, dark and light red kidney, 


cranberry, black, small red and pink. Supply is 
expected to increase slightly because of higher 
carry-in stocks. In the US, production is 
expected to decrease by 8% to 1.09 Mt, while 
supply decreases only marginally to 1.32 Mt due 
to higher carry-in stocks. Canadian exports are 
forecast to increase due to the higher supply. 
Carry-out stocks are expected to remain stable, 
with a s/u of 7%. The average price, over all 
classes and grades, is forecast to decrease 
because of the higher Canadian supply and the 
stronger Canadian dollar. 


CHICKPEAS 

For 2006-07, production and supply are forecast 
to increase, as an 82% higher seeded area more 
than offsets lower yields. Production is forecast 
to increase for all types, large kabuli, small 
kabuli and desi. World supply is expected to 
decrease by 2% to 9.0 Mt, as an increase for the 
kabuli type is more than offset by a decrease for 
the desi type. Although Canadian exports are 
forecast to increase because of the higher supply, 
carry-out stocks are expected to rise, with a s/u of 
13%. The average price, over all types and 
grades, is forecast to fall due to higher world 
supply of the kabuli type, which accounts for 
about 80% of Canadian production, although the 
price of the desi type is forecast to increase. 


MUSTARD SEED 

For 2006-07, production and supply are forecast 
to decrease because of a 34% lower seeded area 
and lower yields. Production is expected to 
decrease for all types, yellow, brown and 
oriental. A significant portion of the carry-in 
stocks is expected to be low quality seed. 
Exports are expected to rise due to higher 
demand and carry-out stocks are forecast to 
decrease sharply, with a s/u of 34%. The average 
price, over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2006-07, production and supply are forecast 
to decrease due to a 34% lower seeded area and 
lower yields. World supply is forecast to 
decrease by 21% to 345,000 t. Canadian exports 
are expected to decrease slightly due to higher 
prices, while carry-out stocks decrease sharply, 
with a s/u of 43%. The average price is forecast 
to rise because of the lower supply. 


SUNFLOWER SEED 

For 2006-07, production and supply are forecast 
to increase as a 15% lower seeded area is more 
than offset by lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US supply 
is expected to decrease by 15% to 1.63 Mt. 
Canadian exports are forecast to increase because 
of the higher supply. Carry-out stocks are 
expected to remain stable, with a s/u of 15%. 

The average price, over both types, is forecast to 
increase only slightly, as support from lower US 
supply is mostly offset by pressure from higher 
Canadian supply and the stronger Canadian 
dollar. 


BUCKWHEAT 

For 2006-07, Canadian production and supply are 
forecast to increase due to higher seeded area. 
The average price is expected to be the same as 
in 2005-06. 


FURTHER INFORMATION: 

Stan SKrypet ...........cccccccseee (204) 983-8972 
FESR cor csstonosseseee cess skrypetzs@agr.gc.ca 

Fred Oleson, Chief .............. (204) 983-0807 
BiSUpi MUN ec ceraacuacoccesnecenesaoas olesonf@agr.gce.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION 


Area Area 

Grain and Seeded Harvested 
Crop Year (a thousand ha 
Dry Peas 
2002-2003 1,297 1,050 
2003-2004 1,303 eZ 
2004-2005 1,388 1,345 
2005-2006f 1,366 1,319 
2006-2007f 1,420 1,349 
Lentils 
2002-2003 601 387 
2003-2004 554 536 
2004-2005 778 750 
2005-2006f 884 862 
2006-2007f 587 558 
Dry Beans 
2002-2003 230 219 
2003-2004 167 167 
2004-2005 163 126 
2005-2006f 197 iI7As} 
2006-2007f 168 166 
Chickpeas 
2002-2003 221 154 
2003-2004 63 63 
2004-2005 47 39 
2005-2006f 79 iS 
2006-2007f 144 132 
Mustard Seed 
2002-2003 289 255 
2003-2004 340 328 
2004-2005 317 304 
2005-2006f 212 206 
2006-2007f 140 135 
Canary Seed 
2002-2003 287 227 
2003-2004 251 243 
2004-2005 356 318 
2005-2006f 190 186 
2006-2007f 125 117 
Sunflower Seed 
2002-2003 100 95 
2003-2004 119 115 
2004-2005 87 59 
2005-2006f 93 75 
2006-2007f 79 74 
Buckwheat 
2002-2003 12 WZ 
2003-2004 9 9 
2004-2005 9 i 
2005-2006f i/ 6 
2006-2007f 10 9 
Total Pulse And Special Crops (c) 
2002-2003 3,036 2,399 
2003-2004 2,805 P21 Gy2 
2004-2005 3,145 2,948 
2005-2006f 3,028 2,902 
2006-2007f 2,673 2,540 


(a) August-July crop year. 
(b) Excludes products. 


Yield 
t/ha 


1.30 
1.67 
2.48 
2,35 
2.18 


0.91 
0.97 
1.28 
1.48 
1.24 


1.89 
2a 
7 
1.85 
1.96 


1.01 
1.08 
1.31 
1.42 
1.21 


0.60 


Production 


Imports (b) 


Total 
Supply 


Exports (b) 


June 27, 2006 


Total 
Domestic Use Carry-out 
(d) Stocks 


745 310 
937 205 
piley 595 
1,035 350 
1,040 250 
119 55 
175 38 
314 245 
313 580 
240 370 
96 95 
83 55 
20 5 
44 25 
45 25 
160 80 
oi 25 
28 5 
37 5 
40 20 
22 60 
75 92 
86 194 
86 175 
81 19 
26 20 
14 67 
35 170 
32 185 
35 90 
60 35 
80 25 
64 18 
67 20 
70 20 

ul 3 

7 2 

4 0 

5 0 

5 0 
16235 658 
1,422 509 
1,703 e232 
1,619 1,340 
1,556 850 


Average 
Price (e) 
$/t 


210 
175 
135 
110-130 
110-140 


390 
420 
310 
220-240 
235-265 


445 
495 
650 
485-505 
455-485 


300 
330 
385 
470-490 
385-415 


595 
390 
295 
255-275 
285-315 


575 
345 
230 
180-200 
195-225 


440 
405 
490 
335-355 
335-365 


340 
355 
355 
345-365 
340-370 


(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 
(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, June 27, 2006 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES July 10, 2006 
PRAIRIE GRAINS 
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ee a ee a 
Com TSCSSCSCSC*dCSSSS +S Sly 20, 2006 | June 26, 2006 | June 12, 2006 | duly 11, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES June 26, 2006 
Lig ee ES (CROTIIE 5 | Cena > Gaede | Sale Gate ho oN 202 00 ame | PematsG 50 am me RISO CORE | eT eRISS 25 Tec «| 
Td se 
In-store 
eee Pe ee Ee eee eS oe ee 
pa ee = EE EE ee eR Baroy | Pee 141 Oks [eter 104 comme Weert 34.00 cmee | SEREIAD CORE | 
Be ee ee OS Ee a ee Eas eC ee 
eee ees, ha ea ees ee ee eee 
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[ES ae Ee Ge dened | SEEN Caen NAOT NIA eee tana Reve aee aN A Rel SSE NATED | 
cee SE Bd es Ee es de 
In-store 
RB os Ee Add |e Oat mn teea| Ee NAT EME OER NAL RS PE NAG a'E ate NIASe ~ 
a es ee et ed 
| ____ Stephenville, NL [Track / Truck via Sydne 
Le ee SR ni | PR SY | a Ont in| aE N/A oe y] NIA Wel bo [OO NIACIN] ee NIA SIS oo 
ia ae A A A Ss Gti Barley eed] aan N/A nee | AN eee | A TN ERS TUAE ES 
oie: MENOT ISK oe oe aie & Lie tain aces GPG h | eee isat Bel ig ae Aes |e NIA | NA ee |S NAS Oe 
2 SS i Be i earl Rae oad at | RENE Catia haa N/ANan mar] A SIA ORO ON AE SSRN 
ae ee ee 
i: 2 BE Bayport .ON seis ju 5] Su pAeen inte | WENA Wheat ogo) ie /Aebos| spec NASD Abe NINAD es [ANIA 
5 SRR eS SRE Si SRR eS | at O ata: [61 Sy NAY Saas | WO NSE DS) EGRRNA WERE GES LET NIACTL S| 
eee ie 
Montreal, QC +i DU Aas, aetna ad eed Wheat #3. [oka DSN/AN as aA ona | ce ER SE NATE a 
eee Oe eB ee ee ee ee ee 
Ek SO eee eet Tack 
MEE ee a ee er eae ee ee 
ae eee ead ieee ee aC I eee ea 
SES a ed ee el se 
a a ane mig | een em wee | AN Aa | NIA | SN AE | RNR 
i ae eS TrackTruckvalSydne 
=# Stephenvile NUGk ii | ea ae ane oy) | Cea Wheatis no] a8 omen em [Naam NIA Deans | OR N/A | eR N/ACEE Se 
BERT aee ee a) ae ee ae EN ee a] 
a a ee ee en ee es 
Se Ue Ey me vee | CS Sw ees eS a es a oa 
SERA, a RE TT ey Se | 
orm LT tne 26, 2006 | june 12, 2006 | May 29, 2006 | june 27, 2005 
From: USLakePort __JOnBoardVessel [CC 108.22] Stores =| ai03 «dae 
Tg Morita OC 8 (1) 9 |store Sea ee ae ee | me ORIN 27 2c eee e207 03) 07 S| 
Frome Chicago (IL) Ss ==) | Tracks: Tae a ayers |Seayeer sr ewlnmnni0g 4500m (UNEE104 (cee | MORE eT Tanene oT 
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From: Hamilton, ON Pe eee ee ae ee 
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BS i ee ir a a a ree ae ee 
| __ Stephenville, NL [Track / Truck via Sydney [—SS~wSCSCS~tBBG—=*«dYSC*~*é 2.7 | 327.88 880.74 
1. Prices include ONE month of storage and interest charges n/a = not available 


2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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Argentina continues to be a major competitor in the world market for soybeans, corn, wheat, and beef. Most recently, 
Argentina has focused its efforts on increasing its share of the world soybean market, both for soybeans and for 
products derived from soybeans. These increases in soybean production have raised concerns from critics who feel that, 
in the longer term, this may be detrimental to Argentina’s economic and social well-being. This issue of the Bi-weekly 
Bulletin examines the situation and outlook for Argentina’s grains and oilseeds sector, and the possible implications for 


Canada’s grains and oilseeds sectors. 


Background 

Argentina is the second largest country in 
South America in terms of its land base, and 
third largest with respect to its population of 
39 million (M) people. In 2005, Argentina’s 
gross domestic product was US$176 

billion (G), of which agriculture accounted for 
over 11% of that figure. Argentina’s main 
source of foreign exchange is processed 
agricultural goods, which account for 25% of 
its total exports. 


For the past few years, Argentina's economy 
has been recovering from an economic crisis 
that included a devaluation of its currency, 
unemployment, inflation, a large public debt 
load, and general political instability. The 
recovery can be attributed in part to import 
substitution and strong agricultural exports. 


Argentina’s economy has grown at a rate of 
approximately 9% over past three years and 
would appear to be positioned for another 
year of strong economic growth in 2006. 
Argentina's economic recovery has come 
partly as a result of strong international 
commodity prices, as well as the 
government's ability to maintain a fiscal 
surplus. 


Biofuels in Argentina 

Argentina has passed legislation mandating 
that all gasoline contain at least 5% ethanol 
and that all diesel fuel contain at least 5% 
biodiesel by 2010. This essentially gives the 
fuel industry four years to comply with the 
new legislation. The Argentine government 
is providing tax incentives to firms involved 
in the production and distribution of biofuels. 
Government will determine which projects 
qualify for tax exemption and it will set 
quotas each year for the distribution of tax 
benefits, aimed primarily at farmers and 


small to medium companies involved in 
biofuel initiatives. 


Companies in the oil industry and large 
soybean producers have complained that 
the new law does not provide for subsidies. 
Nevertheless, Repsol YPF, which is 
headquartered in Spain and one of the 
largest oil companies in the world, is 
investing in a biodiesel plant in Rosario, 
Sante Fe Province, Argentina. The 
company has operations in more than 

30 countries and plans to be the first major 
biodiesel producer in Argentina. The plant, 
which is expected to be operational by late 
2007, is designed to produce about 

31.7 million gallons of biodiesel annually. 
This biodiesel will initially be used to create a 
B5 (5%) blend, with a B10 blend planned for 
the future. Biodiesel is not taxed in 
Argentina, unlike fuels derived from 
petroleum, and this provides an economic 
incentive for setting up a biodiesel 
production facility in Argentina. 


Argentina’s Soybean Monoculture 
Argentina’s legislation regarding biofuels has 
raised concerns about the expansion of the 
so-called soybean monoculture in Argentina. 
Argentina’s soybean crop is primarily 
transgenic and critics argue that this 
threatens biodiversity, and that the soybean 
monoculture hurts family farms and the rural 
social fabric. In the past ten years, rapidly 
expanding soybean production is believed to 
have caused an exodus of rural workers and 
resulted in a concentration of land 
ownership. Critics further argue that 
increased soybean production has disturbed 
established land rotation systems and that it 
has had an undesirable effect on the health 
of the soil. 


As Argentina’s farmers increase the amount 
of land they plant to soybeans, area planted 
to other field crops diminishes and livestock 
production shifts to less productive land in 
the southern and western regions of 
Argentina. This has raised further concerns 
about the negative effects of the soybean 
boom on local economies. Specifically, as 
soybean production in some areas of 
Argentina has increased, poverty rates in 
those areas have increased accordingly. 
This appears to be particularly true in areas 
that require 1,000 to 2,000 hectares of land 
for a farm to be viable and profitable 
because farms of this size tend to be highly 
mechanized and therefore they require 
minimal labour. 


Argentina’s Soybean Crushing Industry 
Argentina crushes about 70% of its annual 
soybean production. The products of the 
crushing industry, soyoil and soymeal, are 
mostly destined for export markets. 
Currently, about 90% of Argentina’s annual 
soyoil production and 97% of the annual 
soymeal production is exported. 


Government policies during the 1990s, 
including the privatization and deregulation 
of railroads and ports, have encouraged 
companies to make huge investments in 
Argentine processing and port facilities. 
Argentina export retention taxes, which were 
imposed on most of its agricultural goods as 
a means of generating tax revenue, as well 
as ensuring maintenance of domestic 
supply, have also had an effect. In the wake 
of the 2001 economic crisis, soybean 
exports have been taxed at 23.5% while 
soyoil and soymeal have been taxed at 20%. 
Combined with strong demand from China 
and a devalued Argentine peso, soybean 
crushing in Argentina has increased by 45% 


Canada 


during the period between 2001-2002 and 
2005-2006. 


The bulk of crushing is concentrated in the 
provinces of Buenos Aires, Santa Fe, Entre 
Rios, Misiones, and Cordova. However, 
Rosario, which is the third largest city in 
Argentina, has the highest concentration of 
soybean crushing plants in the world. These 
plants are among the most efficient in the 
world and, despite occasionally tight 
soybean supplies, operate at 85 to 90% 
capacity. With more plants under 
construction, Argentina will soon be able to 
crush about 160,000 tonnes per day (t/d). 
Louis Dreyfus alone is expected to crush 
30,000 t/d once their new plant is fully 
operational. By comparison, Canada’s fotal 
oilseed crushing capacity is 17,650 t/d. 


A possible constraint to further expansion of 
Argentina’s crushing industry would be the 
availability of soybean supplies. The 
soybean crushing industry has expanded 
faster than domestic soybean production. 
Therefore, until primary production catches 
up, Argentina’s crushers will have to rely on 
soybeans from non-domestic sources, such 
as Paraguay. 


Argentina’s Livestock Sector 

Argentina is the fifth largest producer and 
third largest exporter of beef in the world; it 
has about 300 million acres of pasture land 
and about 55 million heads of cattle. 
Argentina’s per capita consumption of beef, 
estimated at 140 pounds annually, makes it 
the largest per capita consumer of beef in 
the world, and nearly double that of the 
United States (U.S.). Livestock production 
and slaughter are therefore major activities 
in Argentina, as are refrigeration and 
processing of meat products. About 15% of 
the beef produced in Argentina, which 
averages 3.0 million tonnes (Mt) annually, 
has traditionally been exported. 


In March 2006, Argentina suspended most 
beef exports. While the majority of its beef 
exports were affected, high end beef exports 
sent to Europe as a part of the Hilton beef 
quota and to countries with which Argentina 
has bilateral agreements were exempted. 
These measures have been undertaken as 
part of wider price control efforts to curb the 
inflation rate, which reached 12.3% in 2005. 
Beef producers were targeted, as beef 
represents a large portion of the domestic 
diet and has been viewed as a key factor in 
the rising inflation rate. 


In May 2006, the Argentine Government 
published a resolution that will permit the 
partial lifting of the suspension on beef 
exports, as beef prices had dropped in the 
wholesale market after the export 
suspension took effect. In addition, towards 


the end of July, the government announced 
that it intends to put into place a program to 
support ranchers with their efforts to 
increase beef supply, so as to ensure steady 
domestic supply. The program has not been 
clearly defined as yet. 


Canada/Argentina Agri-Food Trade 

In the Argentine market, Canada has been 
competing directly with Argentina’s domestic 
suppliers who benefit from lower transport 
costs, import tariffs, and exchange rates that 
discourage imports. As a result, domestic 
supplies account for up to 90% of the food 
products consumed in Argentina. As well, 
most of the international competition Canada 
faces comes from the Mercosur group of 
countries which includes Brazil, Paraguay, 
Uruguay, Argentina, Venezuela, and 
associate members Chile, Bolivia and Peru. 
Mercosur accounts for about 60% of 
Argentina’s imports. 


In 2005, bilateral trade between Canada and 
Argentina in agri-food products totalled 
CAN$157M, up from CAN$131M in 2002, 
which was the peak of Argentina’s economic 
crisis. However, the trade imbalance 
between these two trading partners 
continues to heavily favour Argentina. In 
2005, Canada’s imports of agri-food 
products from Argentina totalled 
CAN$149.5M, while Canada’s exports of 
agri-food products to Argentina were 
CAN$7.4M. 


According to 2005 trade data compiled by 
Statistics Canada, the main categories and 
value (in Canadian dollars) of Canada’s agri- 
food imports from Argentina are: fruit and 
nuts, $35.9M; beverages, spirits and 
vinegar, $28.1M; dairy products, eggs and 
honey, $19.4M; preparations of vegetables, 
fruit and nuts, $13.5M; and oilseeds, seeds 
for sowing, fodder, $10.4M. 


Conversely, for 2005, the main categories 
and value of Canada’s exports of agri-food 
products to Argentina are: edible vegetables 
and certain roots and tubers, pulses, $3.5M; 
miscellaneous edible preparations, $1.3M,; 
food industry residues and waste, prepared 
fodder, $1.2M; oilseeds, seeds for sowing, 
fodder, $0.9M; and products of animal origin, 
$0.9M. 


SITUATION 2005-2006 


Argentina’s major field crops are soybeans, 
corn, wheat, sorghum, barley and oats, and 
about 10% of that production is for feed use. 
By comparison, Canada uses about 40% of 
its total grains and oilseeds production for 
animal feed. Argentina’s feed use is 
relatively low because most of its livestock 
production is located in areas where 
domesticated animals can graze naturally 
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rather than being housed in feedlots. This 
non-reliance on gathered animal feed 
creates an excess supply of animal feed. 


As a result, about 40% of Argentina’s total 
field crop production is exported. However, 
if one were to add in exports of soyoil and 
soymeal, Argentina’s agri-food exports 
would then represent about 75% of its total 
field crop production. 


For 2005-2006, area seeded to Argentina’s 
major field crops is estimated at 23.1 million 
hectares (Mha), down from the record 

24.4 Mha in 2004-2005, and production for 
2005-2006 is estimated at 70.3 Mt, down 
from the record 79.8 Mt in 2004-2005. 
Exports for 2005-2006 are estimated at 
26.5 Mt, down from the record 36.4 Mt 
exported in 2004-2005. 


Soybeans and corn generally account for 
54% and 23%, respectively, of Argentina’s 
total field crop production. Virtually all 
soybeans and about one-third of corn 
produced in Argentina are genetically 
modified, but Argentina is also known for its 
production of organic vegetables and beef. 
About 90% of that organic production is 
destined for export markets, primarily in the 
Eu 


Soybeans 

Argentina is the third largest producer of 
soybeans in the world, accounting for about 
18% of the total world production, which is 
estimated at 220 Mt for 2005-2006. 
Argentina has tripled soybean production 
during the past 10 years as area seeded to 
soybeans increased from 6.2 Mha, to 

15.0 Mha, and yields increased by about 
50% during this period. 


Logistics have contributed a great deal to 
increased soybean production in Argentina. 
About 80% of Argentina’s soybean 
production is located within a 200 mile radius 
of its ports and crushing facilities. 
Furthermore, record world crude oil prices 
have not translated into higher farm fuel 
costs, unlike Brazil where fuel costs have 
skyrocketed. In Argentina energy prices 
have been frozen at devalued rates since 
2001-2002. 


For 2005-2006, Argentina’s soybean 
production is estimated at a record 40.5 Mt, 
up from the previous record of 39.0 Mt in 
2004-2005. With record available supplies 
of soybeans in 2005-2005, Argentina’s 
exports are estimated at a record 10.1 Mt, 
up from 9.3 Mt in 2004-2005. The major 
exports markets are China, Thailand, Turkey 
and Indonesia. Soybean crush is estimated 
at a record 30.4 Mt, up from the previous 
record of 27.3 Mt in 2004-2005. For 2005- 
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2006, carry-out stocks are estimated at 
15.3 Mt, down from 16.2 Mt in 2004-2005. 


Soyoil 

For 2005-2006, Argentina’s production of 
soyoil is estimated at 5.7 Mt, up from the 
previous record of 5.1 Mt in 2004-2005. For 
2005-2006, exports of soyoil are estimated 
at a record 5.4 Mt, up from 4.8 Mt in 2004- 
2005. The major export markets are China, 
India, and Bangladesh. Domestic 
consumption of soyoil for 2005-2006 is 
estimated at 0.4 Mt, virtually unchanged 
from 2004-2005. 


Soymeal 
For 2005-2006, Argentina’s production of 
soymeal is estimated at 23.7 Mt, up from the 
previous record of 21.5 Mt in 2004-2005. 
For 2005-2006, exports of soymeal are 
estimated at a record 23.1 Mt, up from 

20.5 Mt in 2004-2005. The major markets 
are Spain, Denmark, Philippines, Malaysia 
and Vietnam. Domestic 
consumption of soymeal 
for 2005-2006 is estimated 
at 0.6 Mt, up from 0.5 Mt in 
2004-2005. 


Wheat 

Most of Argentina’s wheat is 
produced on its flat fertile 
plains called the pampas, 
which are further separated 
into the northern wheat belt 
and the southern wheat belt. 
The growing season in the 
northern belt allows for 
wheat to be double cropped 
with corn and soybeans. In 
the southern belt, wheat is 
generally seen as the only 
cropping choice. 


Production 
Total Supply 


Exports 


Total Use 


In the past decade, wheat 
area has fluctuated from a 
high of 17.1 Mha in 1996- 
1997 to a low of 4.9 Mha in 
2005-2006. Wheat yields 
during this period have also 
fluctuated considerably, from 
a high of 2.8 tonnes per 
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hectare (t/ha) in 1997-1998, to a low of 
2.1 t/ha in 2002-2003. 


For 2005-2006, Argentina’s wheat 
production is estimated at 12.5 Mt, down 
from 16.0 Mt in 2004-2005. The decrease is 
due to a 20% reduction in harvested area as 
a result of a drought in 2005. The 
combination of lower production and 
relatively low carry-in stocks resulted in the 
lowest available supply of wheat in Argentina 
in over ten years. As aresult, exports 
(July-June) for 2005-2006 are estimated at 
7.5 Mt, down from 13.5 Mt in 2004-2005. 
The major markets for Argentine wheat 
exports are Brazil, Peru, Chile, and South 
Africa. 


For the first time in years, Argentina is not 
one of the five largest exporters of wheat in 
the world. Russia temporarily held that 
position when its wheat exports surged to a 
record 10.5 Mt in 2005-2006. Despite its 
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tight wheat supplies for 2005-2006, on 
May 18, 2005, Argentine wheat exporters 
agreed to self-regulate or limit their sales 
overseas. This notice came after rumours 
that the Argentine government was 
considering possible export restrictions on 
wheat similar to those already on beef 
exports. Government concerns grew from 
observations on the growing external 
demand for wheat and rising international 
wheat prices. As a result of this decision, 
Argentine wheat customers have shown 
concern, particularly Argentina's most 
important customer Brazil. Brazil buys 
around 90% of its wheat from Argentina. 


Export taxes on wheat remain at 20%, and 
the taxes are based on an official f.o.b. price 
which is set daily by the Agriculture 
Secretariat. Argentina’s wheat carry-out 
stocks for 2005-2006 are estimated at 

0.5 Mt, down from 0.6 Mt in 2004-2005. 


Corn 

Argentina is the world’s second largest 
exporter of corn. In 2004-2005, Argentine 
farmers seeded a record 2.8 Mha to corn 
and harvested a bumper crop, resulting in 
unprecedented production of 20.5 Mt. In 
2004-2005, Argentine exports of corn were a 
record 14.6 Mt. 


In 2005-2006, corn production is estimated 

at 14.0 Mt, down considerably from the 

previous year’s record crop as farmers 

shifted seeded area out of corn and into 

soybean production. Exports are estimated 
at 8.5 Mt, the lowest level 
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0.9 Mt, down slightly from 
the record 1.0 Mt in 2004- 
2005. 
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OUTLOOK 2006-2007 


For 2006-2007, area 
seeded to Argentina’s major 
field crops is forecast at a 
record 25.1 Mha, surpassing 
the previous record of 

24.4 Mha in 2004-2005. 
However, with a return to 
normal yields expected for 
2006-2007, production of 
the major field crops is 
forecast at 77.1 Mt, down 
slightly from the record of 
79.8 Mt in 2004-2005, but up 
from 70.3 Mt in 2005-2006. 
For 2006-2007, exports of 
Argentina’s major field crops 
are forecast at 30.7 Mt, 
down from the record of 
36.6 Mt in 2004-2005, but up 
from 26.5 Mt in 2005-2006. 
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Argentina’s agricultural sector is heavily 
dependent on exports. With 60% of its 
production going to export markets, the 
agricultural sector is sensitive to any 
appreciation in the Argentine peso, which is 
possible given the current surplus on the 
external accounts. However, the Banco 
Central de la Republica Argentina (BCRA, 
the Central Bank) is expected to maintain its 
policy of intervening to maintain the export 
competitiveness of the exchange rate, 
provided that this can be done without 
stoking inflationary pressure. The BCRA 
has kept the Argentine peso steady at 
around three pesos to the US dollar for 
approximately the past two years. 


Soybeans 

For 2006-2007, soybean production is 
forecast at a record 41.3 Mt, up from the 
previous record of 40.5 Mt in 2005-2006. 
The increase in production is due primarily to 
record high seeded area, which is forecast at 
15.4 Mha for 2006-2007. Exports are 
forecast at 9.3 Mt, down from the record 

10.1 Mt in 2005-2006, as Argentina 
continues to expand oilseed crushing 
capacity. With new and expanded crushing 
facilities coming on-line in 2006-2007, 
Argentina is forecast to crush a record 

31.5 Mt of soybeans, up from the previous 
record 30.4 Mt in 2005-2006. For 2006- 
2007, carry-out stocks are forecast at a 
record 15.1 Mt. 


Soyoil 

For 2006-2007, soyoil production is forecast 
at a record 6.0 Mt, up from the previous 
record of 5.7 Mt in 2005-2006. Early 
indications are that about 96% of Argentina’s 
soyoil production will be exported in 2006- 
2007, which would be a record 5.6 Mt. This 
is up from the previous record of 5.4 Mt 
estimated for 2005-2006. 


Soymeal 

For 2006-2007, soymeal production is 
forecast at a record 24.3 Mt, up from the 
previous record of 23.7 Mt in 2005-2006. 


Nearly all of Argentina’s soymeal production 
is expected to be exported in 2006-2007, 
which would be a record 23.6 Mt, exceeding 
the previous record of 23.1 Mt set in 2005- 
2006. 


Wheat 

For 2006-2007, wheat production is 
forecast at 14.3 Mt, up significantly from 
12.5 Mt in 2005-2006. 


With increased available supplies of wheat 
for 2006-2007, Argentina is expected to 
reclaim its position as one of the five largest 
exporters of wheat, a position it relinquished 
temporarily to Russia in 2005-2006. For 
2006-2007, exports (July-June) of wheat 
are forecast at 9.5 Mt, up significantly from 
7.5 Mt in 2005-2006. Carry-out stocks for 
2006-2007 are forecast at 0.3 Mt, down from 
0.5 Mt in 2005-2006. 


Corn 

For 2006-2007, corn production is forecast 
at 17.5 Mt, up from 14.0 Mt in 2005-2006. 
The increase is due to increased seeded 
area and improved yield prospects for 2006- 
2007. With a 20% increase in available 
supplies for 2006-2007, exports are 
expected to increase to 11.5 Mt, up from 
8.5 Mt in 2005-2006. Carry-out stocks 
are forecast at 0.8 Mt, down from 0.9 Mt in 
2005-2006. 


Implications for Canada 

Argentina is expected to be a major player 
in the world wheat market, as it has in 
recent years. While Argentina does not 
compete directly with Canada in premium 
wheat markets, it competes directly with 
US winter wheat; influencing the 
benchmark wheat prices in the US Chicago 
Board of Trade and Kansas City Board of 
Trade futures markets. World prices for 
oilseeds and the products derived from 
oilseeds will continue to be pressured by 
burgeoning soybean production in 
Argentina and Brazil. The excess supply in 
the world oilseed market is expected to 
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translate into lower prices for Canadian 
producers of canola and soybeans. 
Furthermore, steadily increasing world 
demand for vegoils is expected to result in 
excess supplies of protein meal, driving 
down the price of protein meal and other 
sources of animal feed. 


Many Canadian companies have seen 
Argentina as a worthwhile location in which 
to invest and base their operations for the 
region as a whole. Companies such as 
McCains, Saputo and Clearwater have set 
up operations in Argentina and are currently 
exporting agri-food products throughout the 
continent and abroad. As well, wage 
increases in Argentina continue to exceed 
inflation, so domestic consumption is 
expected to remain strong along with export 
demand for products from foreign sources. 
This situation bodes well for exporters 
looking to expand their customer base with 
sales to Argentine customers. 


For more information, please contact: 


Stan Spak, 
Market Analyst 
Phone: (204) 983-8467 
E mail: spaks@agr.gc.ca 


© Her Majesty the Queen in Right of Canada, 2006 


Electronic version available at 
www.agr.gc.ca/mad-dam/ 


ISSN 1207-621X 
AAFC No. 2081/E 


Bi-weekly Bulletin is published by the: 
Market Analysis Division, 
Marketing Policy and 

Environment Policy Directorate 
Strategic Policy Branch 

Agriculture and Agri-Food Canada. 
500-303 Main Street 

Winnipeg, Manitoba, Canada R3C 3G7 
Telephone: (204) 983-8473 

Fax: (204) 983-5524 


Director: Maggie Liu 
Chief: Fred Oleson 


Editor: Joe Wang 


To receive a free e-mail subscription to 
Bi-weekly Bulletin, please send your request to 
bulletin@agr.gc.ca. 


Issued also in French under title: 
Le Bulletin bimensuel 

ISSN 1207-6228 

AAFC No. 2081/F 


© Printed on recycled paper 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, 
we wish to gratefully acknowledge input from the following: 
Canadian Embassy in Argentina, Canadian Wheat Board, Market and Industry Services Branch (AAFC) 


Agriculture and 
Agri-Food Canada 


iv 


Agriculture et 
Agroalimentaire Canada 


CANADA: GRAINS AND OILSEEDS OUTLOOK 
AAFC forecasts that total production of grains and oilseeds in Canada will decline by 8% from 2005-06, to 61 


million tonnes (Mt), slightly above 


because of the early seeding and good soil moisture, 
of the Prairies. Crop development is 


ae 


below trend in western Canada. 


August 4, 2006 


e 10-year eyelet While crops got off to a good start in the spring 
e weather subsequently turned hot and dry 
Ree ahead of normal. Yields are expected to be at trend to slightly 
vestern | ity of all crops is expected to be above average, with a better than 
normal grade distribution. Protein Tevels in wheat and barley are expected to be hi 


across most 


her than avera e, while 


canola and flaxseed oil content may be below normal. In eastern Canada, the weather has been hot but 
moisture has generally been adequate, and yield prospects are good. 


In western pana a is forecast to decline by 10%, to 46 AS with eastern Canadian production 


down by 3%, at 


t. Domestic use is expected to increase in 2006-0 


due to increased ethanol production. 


Exports are also expected fo increase by 10%, due mainly to higher exports of non-durum wheat. Prices for 
all crops are expected to be similar to or higher than in 2005-06, except for flaxseed. Prices will continue to be 


pressured by the strong Canadian dollar. 


e major factors to watch are: US and Canadian cro 


development and harvest conditions, the bio-fuel market, ocean freight rates and the Canada/U srerchanee 


rate. 


DURUM 

Production is forecast to fall by over 40% 
due to lower area and yields. This is partly 
offset by the record 3.3 Mt carry-in stocks, 
but supply is expected to decline by 19%. 
Exports are forecast to decrease by 10% 
due to lower demand from North Africa 
and the EU, which will be partly offset by 
increased imports from the US. Carry-out 
stocks are forecast to fall by 36%, but 
remain slightly above the 10-year average. 
The Canadian Wheat Board (CWB) Pool 
Return Outlook (PRO) is rising due to the 
declining production prospects for North 
America, and is now slightly higher than 
for 2005-06. The discount of No.1 CWAD 
11.5 to No.1 CWRS 11.5 is projected at a 
record $18/t. 


WHEAT (excluding durum) 

For 2006-07, production is forecast to 
increase by 4%, with the 17% larger 
harvested area largely offset by lower 
expected yields. Supply is expected to rise 
by 7%, however, due to higher carry-in 
stocks. Exports are forecast to increase by 
30% due to record Ontario production of 
2.4 Mt, increased supplies of good quality 
wheat in western Canada and reduced 
competition from other exporters. 
Domestic use is expected to decline, with 
reduced feed use partly offset by sharply 
higher industrial use for ethanol 
production. Carry-out stocks are expected 
to decline by 20%. The CWB PRO is now 
$10 to $25/t above 2005-06 for all milling 
grades. The increases are smallest for 
No.1 CWRS, as quality and protein 
premiums are forecast to decrease due to 
the expected better quality of the 2006 
Canadian and US hard red spring wheat 
crops. 


BARLEY 

Production is forecast to decrease by 15%, 
due to lower area and yields. Supply is 
expected to fall by 13%. Exports are 
forecast to decrease by 8%, as lower feed 
barley exports are only partially offset by 
higher exports of malting barley. Despite 
lower exports and domestic feed use, 
carry-out stocks are forecast to fall 
significantly. The average off-Board feed 


barley price (No.1 CW, in-store 
Lethbridge) is forecast to increase by $20/t 
from 2005-06. The CWB PRO for No. 1 
CW feed barley for Pool A in 2006-07 is 
$124/t, vs. $125/t for Pool A in 2005-06. 
The CWB PRO for SS2R malting barley is 
$174/t vs. $171/t for 2005-06, due to 
lower expected exportable supply in 
pate and strong import demand from 
the US. 


CORN 

Production is forecast to decrease by 8%, 
due to lower yields. Imports are forecast to 
increase significantly from 2005-06, as a 
result of lower domestic supply, and 
strong demand for animal feed and 
ethanol. Carry-out stocks are forecast to 
drop by 22%. The average price at 
Chatham elevator is forecast to increase by 
$25/t due to higher US corn prices. 


OATS 

Production is forecast to increase by 12%, 
due to larger area and a return to normal 
abandonment rates. Supply is expected to 
increase, as higher production more than 
offsets lower carry-in stocks. Exports are 
forecast to rise marginally from 2005-06, 
as a result of strong US import demand. 
Although feed use is expected to rise 
significantly, carry-out stocks are 
projected to rise by 11%. Chicago Board 
of Trade oat nearby futures prices are 
forecast to remain unchanged from 2005- 
06, narrowing the US price premium for 
oats over corn. 


CANOLA 

Production is forecast to decrease by 16% 
to 8.1 Mt, as yields are pressured by hot 
and dry weather. Supply is expected to 
decrease by 9%, but remain historically 
high, due to burdensome carry-in stocks. 
Exports are forecast to decline slightly 
from the record setting pace of 2005-06 as 
a result of tighter supplies. Domestic crush 
is forecast to rise slightly following the 
expansion of some processing plants, 
although the recently announced new 
plants are not expected to open until 2007- 
08. Carry-out stocks are forecast to fall, 
but will remain significantly above the 10 


year average. Prices are expected to rise 
from the low of 2005-06, but remain under 
pressure from low US soybean prices and 
strong Canadian dollar. 


FLAXSEED (excluding solin) 
Production is forecast to decrease by 7%, 
due to lower yields. Supply is expected to 
rise sharply because of burdensome carry- 
in stocks resulting from high production in 
2005-06 and low EU imports. Although 
exports and total domestic use are forecast 
to rise, carry-out stocks are expected to 
increase to a burdensome 0.73 Mt vs. the 
10-year average of 0.2 Mt. As a result, 
prices are forecast to decline. 


SOYBEANS 

Production is forecast to decrease by 6%, 
as lower yields more than offset the rise in 
area. Supply is forecast to decrease, as 
reduced output more than offsets the 
projected rise in imports and carry-in 
stocks. Exports are forecast to increase to 
a record high, while domestic crush 
increases slightly from 2005-06. Although 
carry-out stocks are forecast to fall, prices 
are expected to be pressured by lower US 
soybean prices. 


FURTHER INFORMATION: 

Wheat ....Glenn Lennox (204) 983-8465 
Ber AU ee ecccsccccesesacecece lennoxg@agr.gc.ca 
Coarse Grains..Bobby Morgan.984-0680 
Fi=Ma ile... ccsocssssesscees morganb@agr.gc.ca 
Oilseeds...Chris Beckman.......... 984-4929 
EaM aio scocscesceccsssessn beckmac@agr.gc.ca 
Fred Oleson, Chief .................00 O83. 807 
Pasi ail Wecstccrecsncseotsuctere olesonf@agr.gc.ca 


www.agr.ge.ca/mad-dam 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION August 4, 2006 


Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 
Grain and Seeded Harvested Yield Production Imports (b) Supply Exports(c) Use(e) Dockage Use (d) Stocks Price (f) 
Crop Year (a thousand ha tha ——- —-——-—-—----—-—-— thousand metric tonnes oan $/t 


Durum 

2004-2005 2,230 2,141 DESZ 4,962 1 6,752 3,218 254 536 1,013 ZeOg 201 
2005-2006P 2,341 2,297 2.58 5,915 1 8,436 4,100 255 621 1,036 3,300 181* 
2006-2007F lZ25 1,720 2.03 3,500 1 6,801 3,700 260 511 1,001 2,100 183* 
Wheat Except Durum 

2004-2005 8,169 UP etal 20,898 13 25,203 11,593 2,845 4,521 8,138 5,471 190 
2005-2006P TRUOS 7,530 PT 20,860 20 26,352 11,500 2,870 4,585 8,352 6,500 183* 
2006-2007F 9,025 8,800 2.45 21,600 14 28,114 15,000 3,100 3,950 7,914 5,200 201* 
All Wheat 

2004-2005 10,399 9,862 2.62 25,860 14 31,955 14,812 3,099 5,056 9,151 7,992 
2005-2006P 10,094 9,826 PATI? 26,775 21 34,788 15,600 SaZ5 5,206 9,388 9,800 
2006-2007F 10,750 10,520 2.39 25,100 15 34,915 18,700 3,360 4,461 8,915 7,300 

Barley 

2004-2005 4,678 4,050 3.26 13,186 83 Sora 1,863 268 9,358 10,019 3,489 112 
2005-2006P 4,440 3,889 Bhd 12,481 50 16,020 2,500 260 9,555 10,220 3,300 110 
2006-2007F 4,090 3,510 3.03 10,630 30 13,960 2,300 270 9,185 9,860 1,800 120-140 
Corn 

2004-2005 1,185 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 100 
2005-2006P 1,124 1,096 8.63 9,461 1,600 12,862 300 2,500 8,247 10,762 1,800 90-100 
2006-2007F Ue 1,105 7.91 8,740 3,200 13,740 200 3,300 8,825 12,140 1,400 110-130 
Oats 

2004-2005 1,995 le SAS 2.80 3,683 26 4,497 1,675 118 1,560 1,834 988 131 
2005-2006P 1,853 1,326 2.59 3,432 ls 4,437 1,700 140 1,527 1,837 900 144 
2006-2007F 2,205 1555) 2.47 3,845 10 4,755 1170) 140 1,690 2,005 1,000 135-155 
Rye 

2004-2005 284 165 IOS 418 1 487 122 48 155 220 145 68 
2005-2006P 226 148 2.42 359 1 505 123 48 157 222 160 81 
2006-2007F 205 134 Zeon 310 1 471 110 48 156 221 140 80-100 
Mixed Grains 

2004-2005 220 lita 2.87 318 0 318 0 0 318 318 0 
2005-2006P 209 109 2.78 303 0 303 0 0 303 303 0 
2006-2007F 230 121 2.81 340 0 340 0 0 340 340 0 

Total Coarse Grains 

2004-2005 8,362 6,713 3.94 26,442 2,531 33,074 3,902 2,828 19,342 22,749 6,424 
2005-2006P 7,852 6,568 3.96 26,036 1,668 34,128 4,623 2,948 19,790 23,345 6,160 
2006-2007F 7,865 6,425 STA 23,865 3,241 33,266 4,360 3,758 20,196 24,566 4,340 

Canola 

2004-2005 5,319 4,938 1 AS/ 7,728 108 8,444 3,412 3,031 328 3,403 1,629 309 
2005-2006P 5,491 5,283 1.83 9,660 125 11,415 5,350 3,400 470 3,915 2,150 278 
2006-2007F 5,420 5,156 1.58 8,125 150 10,425 5,000 3,450 480 3,975 1,450 295-325 
Flaxseed 

2004-2005 728 528 0.98 517 39 648 468 n/a n/a 151 30 n/a 
2005-2006P 842 803 E35 1,082 40 lelo2 450 n/a n/a 227 475 276 
2006-2007F 858 800 1.26 1,010 20 1,505 550 n/a n/a 230 725 225-265 
Soybeans 

2004-2005 1,229 1,178 2.59 3,048 393 3,581 eee 1,610 457 2,190 270 248 
2005-2006P 1,176 1,169 2.70 3,161 300 Oro 1,250 1,600 461 2,181 300 215-225 
2006-2007F 1,210 1,197 2.48 2,970 350 3,620 1,350 1,650 270 2,020 250 200-240 
Total Oilseeds 

2004-2005 PT 6,643 1.70 11,293 540 12,674 5,002 4,641 927 5,743 1,929 
2005-2006P W510 @209 1.92 13,904 465 16,298 7,050 5,000 931 6,323 2,925 


2006-2007F 7,487 7,154 1.69 12,105 520 15,550 6,900 5,100 750 6,225 2,425 
a a nh 


Total Grains And Oilseeds 


2004-2005 26,038 23,219 2.74 63,596 3,085 77,703 233719 10,568 25,325 37,643 16,345 
2005-2006P 25,456 23,650 2.82 66,715 2,154 85,214 27,273 11,073 29,927 39,055 18,885 
2006-2007F 26,103 24,099 2193 61,070 3,776 83,731 29,960 12,218 25,407 39,706 14,065 


(a) Crop year is August-July except corn and soybeans which are September-August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(€) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Totals excludes flaxseed due to data confidentiality. 


(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.1 CW, I/S Saskatoon); Canola (No. 1 Canada, WCE, cash, I/S 
Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board Pool Return Outlook — July 27, 2006 

P: Preliminary estimates 

F: Forecast; Agriculture and Agri-Food Canada-—- August 4, 2006 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 


Agriculture and 


Agriculture et 
Agri-Food Canada 


u ly Agroalimentaire Canada 
CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2006-07, the total area seeded to pulse and special crops in Canada decreased by 12% from 2005-06, as higher areas for dry peas, chickpeas 
and buckwheat were more than offset by lower areas for lentils, dry beans, mustard seed, canary seed and sunflower seed. Statistics Canada’s 
(STC) seeded area survey released on June 22, provided estimates for most pulse and special crops by province, but for some of the smaller 
producing provinces the area seeded has been forecast by AAFC. Crop development is generally ahead of normal. The abandonment rate is 
expected to be normal, except for dry peas and canary seed in Saskatchewan for which slightly higher than normal abandonment is forecast 
because of excessive moisture in north-eastern Saskatchewan, where a significant portion of these crops are produced. Yields are generally 
expected to be slightly lower than trend in western Canada because of hot and mostly dry weather during July. Trend yields are expected for 
eastern Canada. It is assumed that precipitation will be normal for the harvest period and that quality will be normal. The dry pea, lentil, 
chickpea and mustard seed harvest has started. 


August 4, 2006 


Total production in Canada is forecast to decrease by 19%, from 2005-06, to 4.29 million tonnes (Mt). Total supply is expected to decrease by 
15% to 5.75 Mt, as higher carry-in stocks offset some of the decrease in production. Exports, domestic use and carry-out stocks are forecast to 
decrease because of the lower supply. Average prices, over all types, grades and markets, are forecast to increase for dry peas, lentils, mustard 
seed, canary seed and sunflower seed, decrease for dry beans and chickpeas, and be the same for buckwheat. The stronger Canadian dollar, 
compared to the US dollar, is expected to have the largest impact on dry bean and sunflower seed prices, as Canadian prices for these crops are 
directly related to US prices. The main factors to watch are Canadian weather conditions, especially precipitation, during the remainder of the 
growing period for late crops, dry beans, sunflower seed and buckwheat, and during the harvest period for all crops. Other factors to watch are 
the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing conditions in the major 


producing regions, especially the United States, Australia, India and Mexico. 


DRY PEAS 

For 2006-07, production and supply are forecast 
to decrease, as lower yields and higher 
abandonment more than offset the 4% increase in 
seeded area. Production is expected to decrease 
for yellow, green and other types. World supply 
is forecast to decrease by 2% to 11.86 Mt as 
slightly higher production, mainly in the US and 
EU, is more than offset by lower carry-in stocks. 
Canadian exports are forecast to decrease 
because of lower Canadian supply and lower 
demand in the EU feed markets. Carry-out 
stocks are forecast to decrease, with a stocks-to- 
use ratio (s/u) of 7%. The average price, over all 
types, grades and markets, is expected to rise 
from 2005-06 due to the lower supply. 


LENTILS 

For 2006-07, production and supply are forecast 
to decrease sharply due to a 34% lower seeded 
area and lower yields. Production is expected to 
decrease sharply for large, medium and small 
green lentils, but increase for red lentils. Carry- 
in stocks are forecast to be high for green lentils, 
but low for red lentils. World supply is forecast 
to decrease by 2% to 4.43 Mt, due to a fall in the 
supply of green lentils. Canadian exports are 
expected to increase because of a higher supply 
of red lentils. Carry-out stocks are forecast to 
decrease sharply, with a s/u of 35%. The average 
price is forecast to increase for green lentils, as 
the supply of green lentils decreases, but decrease 
for red lentils, as the supply of red lentils 
increases. Over all types and grades, the average 
price is forecast to increase. 


DRY BEANS 

For 2006-07, production is expected to decrease 
slightly, as a 15% lower seeded area is partly 
offset by lower abandonment and higher yields. 
Production is forecast to increase for Great 
Northern, pinto and black beans, decrease for 
light and dark red kidney and cranberry beans, 


and remain stable for white pea, pink and small 
red beans. Supply is expected to increase slightly 
because of higher carry-in stocks. In the US, 
production is expected to decrease by 14% to 
1.025 Mt, while supply decreases by only 8% to 
1.215 Mt due to higher carry-in stocks. 
Canadian exports are forecast to increase due to 
the higher supply. Carry-out stocks are expected 
to remain stable, with a s/u of 7%. The average 
price, over all classes and grades, is forecast to 
decrease because of the higher Canadian supply, 
increased share of lower priced classes of beans 
in total production, and the stronger Canadian 
dollar. 


CHICKPEAS 

For 2006-07, production and supply are forecast 
to increase, as an 82% higher seeded area more 
than offsets lower yields. Production is forecast 
to increase for all types, large kabuli, small 
kabuli and desi. World supply is expected to 
decrease by 2% to 8.9 Mt, as an increase for the 
kabuli type is more than offset by a decrease for 
the desi type. Although Canadian exports are 
forecast to increase because of the higher supply, 
carry-out stocks are expected to rise, with a s/u of 
10%. The average price, over all types and 
grades, is forecast to fall due to higher world 
supply of the kabuli type, which accounts for 
about 85% of Canadian production, although the 
price of the desi type is forecast to increase. 


MUSTARD SEED 

For 2006-07, production and supply are forecast 
to decrease because of a 34% lower seeded area 
and lower yields. Production is expected to 
decrease for all types, yellow, brown and 
oriental. A significant portion of the carry-in 
stocks is expected to be low quality seed. 
Exports are expected to rise due to higher 
demand and carry-out stocks are forecast to 
decrease sharply, with a s/u of 34%. The average 


price, over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2006-07, production and supply are forecast 
to decrease due to a 34% lower seeded area and 
lower yields. World supply is forecast to 
decrease by 21% to 345,000 t. Canadian exports 
are expected to decrease slightly due to higher 
prices, while carry-out stocks decrease sharply, 
with as/u of 43%. The average price is forecast 
to rise because of the lower supply. 


SUNFLOWER SEED 

For 2006-07, production and supply are forecast 
to increase as a 13% lower seeded area is more 
than offset by lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US supply 
is expected to decrease by 22% to 1.49 Mt. 
Canadian exports are forecast to increase because 
of the higher supply. Carry-out stocks are 
expected to remain stable, with a s/u of 15%. 

The average price, over both types, is forecast to 
increase only slightly, as support from lower US 
supply is mostly offset by pressure from higher 
Canadian supply and the stronger Canadian 
dollar. 


BUCKWHEAT 

For 2006-07, Canadian production and supply are 
forecast to increase due to higher seeded area. 
The average price is expected to be the same as 
in 2005-06. 


FURTHER INFORMATION: 

Stan SKrypet .........cccssseroes (204) 983-8972 
Bet AUN pe caseradsancssonesee skrypetzs@agr.gc.ca 

Fred Oleson, Chief .............. (204) 983-0807 
BeaT A veccccecsccssossscceduvcanes olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION August 4, 2006 


Total 
Area Area Total Domestic Use Carry-out Average 
Grain and Seeded Harvested Yield Production Imports(b) Supply Exports (b) (d) Stocks Price (e) 


Crop Year (a thousand ha Tea eet ONS AMC MICEIC ONC Gree ee 
Dry Peas 

2002-2003 1,297 1,050 1.30 1,365 41 1,681 626 745 310 210 
2003-2004 1,303 era soy 2,124 24 2,458 1,316 937 205 175 
2004-2005 1,388 1,345 2.48 3,338 Sy/ 3,600 1,853 OZ 595 135 
2005-2006p 1,366 1,319 PMS) 3,100 90 3,785 2,500 985 300 120 
2006-2007f 1,420 1,349 2.08 2,800 100 3,200 2,000 1,000 200 115-145 
Lentils 

2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 367 124s: 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006p 884 862 1.48 1,278 10 1 oreke! 640 313 580 230 
2006-2007f 587 558 1.20 670 10 1,260 680 250 330 245-275 
Dry Beans 

2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 PLUG 356 31 482 344 83 59 495 
2004-2005 163 126 UstAS 220 28 303 278 20 5 650 
2005-2006p 197 Ws 1.85 324 35 364 295 44 25 495 
2006-2007f 168 165 1.94 320 30 SHAS) 305 45 25 470-500 
Chickpeas 

2002-2003 221 154 1.01 156 Ae) 345 105 160 80 300 
2003-2004 63 63 1.08 68 2 150 74 51 25 330 
2004-2005 47 39 123d 51 4 80 47 28 5 385 
2005-2006p 79 73 1.42 104 8 117 75 37 5 485 
2006-2007f 144 132 1.14 150 5 160 105 40 15 410-440 
Mustard Seed 

2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005 SHIT 304 1.01 306 1 399 119 86 194 295 
2005-2006p PAA 206 0.98 201 1 396 135 86 as 265 
2006-2007f 140 35 0.89 120 1 296 140 81 75 285-315 
Canary Seed 

2002-2003 287 227 0.78 176 0 206 160 26 20 575 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006p 190 186 | 22 227 0 397 180 sy 185 195 
2006-2007f 125 wale 0.98 ae 0 300 175 35 90 200-230 
Sunflower Seed 

2002-2003 100 95 1.65 ey 21 200 105 60 35 440 
2003-2004 119 tS 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 B35 114 32 64 18 490 
2005-2006p 93 75 1.19 89 25 132 45 67 20 345 
2006-2007f 81 76 1.45 110 20 150 60 70 20 335-365 
Buckwheat 

2002-2003 12 12 1.00 V2 1 16 6 7 3 340 
2003-2004 fe) fe) 1.11 10 1 14 5 7 2 S50 
2004-2005 Ae) Uf 0.71 5 1 8 4 4 0 S55 
2005-2006p i 6 133 8 1 9 4 5 0 355 
2006-2007f 10 AS) 1.00 9 1 10 5 5 0 340-370 
Total Pulse And Special Crops (c) 

2002-2003 3,036 2,399 1.16 2,788 130 3,627 1,734 1,235 658 

2003-2004 2,805 PX UE Ae35 3,680 81 4,419 2,488 1,422 509 

2004-2005 3,145 2,948 1.78 2S 136 5,882 2,947 1,703 1,232 
2005-2006p 3,028 2,902 1.84 OISoi 170 6,733 3,874 1,569 1,290 
2006-2007f 2,675 2,541 1.69 4,294 167 5,751 3,470 1,526 1.55 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 

p: preliminary 

f: forecast, Agriculture and Agri-Food Canada, August 4, 2006 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES August 8, 2006 
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256.73 265.11 274.37 281.92 
305.36 313.74 323.00 330.55 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including du and exchange where applicable 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Cor, No.3 US Yellow Com. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 


4 


‘vl 


Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


Bi-weekly 


Bulletin 


August 11,2006 Volume 19 Number 12 


THE IMPACT OF THE APPRECIATION OF THE CANADIAN DOLLAR 
ON CANADA’S GRAIN AND OILSEED PRICES AND TRADE 


Canada is the fourth largest exporter in the world grains and oilseeds (G&O) market. With a relatively small domestic 
market for its products, the Canadian G&O industry depends heavily on the international market. The appreciation of 
the Canadian dollar, against the United States (US) dollar, since 2002-2003 has significantly reduced domestic and 
export G&O prices and returns to Canadian producers, in terms of Canadian dollars. For 2006-2007, the Canadian 
dollar is projected by the major Canadian banks to be slightly stronger than 2005-2006, which will continue to depress 


Canadian G&O prices. 
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BACKGROUND 


The exchange rate is the value of one 
currency in terms of another. Under a 
floating exchange rate system, the value of a 
country’s currency is determined by supply 
and demand for that currency which, in turn, 
reflects a country’s international trade in 
goods and services, and foreign investment. 
The value of the Canadian dollar against the 
US dollar is very important because the 

US dollar has been the world's pre-eminent 
international currency for the past half 
century and most Canadian trade is with the 
US. On average, CAN$100 billion per day is 
bought and sold on the international 
exchange markets. 


Central banks are sometimes directly 
involved in the foreign exchange market as a 
means of achieving monetary policy 
objectives. The Bank of Canada intervenes 
in foreign exchange markets only ona 
discretionary, rather than a systematic, basis 


and only in the most exceptional of 
circumstances. However, it influences the 
exchange rate by changing the target for the 
Overnight (Interest) Rate. 


The main factors determining exchange rates 
are interest rates, inflation rates and the 
balance of payments. These factors, in turn, 
influence supply and/or demand for a 
particular currency. When the demand for a 
currency increases or the supply of a 
currency decreases, the currency appreciates 
in value relative to another currency; and vice 
versa. 


Differentials in interest rates between two 
countries influence international capital flows 
and, thus, short-term exchange rates. An 
increase in the interest rate is expected to 
attract foreign capital, raising the demand for 
and value of the domestic currency. When 
the inflation rate is high, investors are less 
likely to invest in a country - even with higher 
interest rates - because the value of the 


FIGURE 1: CHANGES IN EXCHANGE RATES FOR MAJOR 
CURRENCIES (AGAINST THE US DOLLAR), 2001-2006 


‘®, 
@ 


Jul. 2002 
Jul. 2003 


= er B27 o -a, 
© 39,080 = 8, 


Bia ~~" Dee eens eh ee 
Se Pog 


: 
3 


| —e—Canadian Dollar «sss EU Euro 2 Australian Dollar 


Russian Ruble —o— Japanese Yen 


Source: Pacific Exchange Rate Service 


currency will be eroded by inflation. 


The balance of payments approach 
emphasizes the flow of goods, services and 
investment capital. A deficit in a country’s 
balance of payments indicates stronger 
demand for foreign currencies, relative to 
demand for its own currency, resulting in a 
depreciation of its own currency. 


The Multilateral Depreciation of 

the US dollar 

The US dollar has depreciated sharply 
against other major currencies in recent 
years, as shown in Figure 1. For the past five 
crop years, the average value of the 

US dollar has dropped by 30% relative to the 
Australian dollar, 26% to the Canadian dollar 
and the European euro, 12% to the Brazilian 
real, and 8% to the Japanese yen and 
Russian ruble. The exception is the 
Argentine peso, which depreciated by 46% 
against the US dollar during the same period. 


The single largest factor contributing to the 
weakness of the US dollar has been the large 
and growing US current account deficit. 
Some suggest that further depreciation of the 
US dollar is necessary to resolve the "global 
imbalance". 


Three other factors have contributed to the 
weakness of the US dollar: (1) the sharp 
increase in US federal budget deficit has 
undermined investor confidence and US state 
and local governments have also run high 
deficits, (2) US households have increased 
their debt load to record high levels, and 

(3) confidence in US stocks, bonds and other 
investments, triggered by corporate 
accounting scandals has declined. 
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The Appreciation of 

the Canadian dollar 

In the last five years (August-July), the 
Canadian dollar has appreciated by 26% 
against the US dollar, from CAN$1.57 per 
US dollar (/US$) for 2001-2002 to 
CAN$1.16/US$ for 2005-2006. This 
appreciation appears to be largely due to 
three factors: (1) the weakness in the 

US dollar, (2) strong foreign demand for 
Canadian goods, and (3) decreased deficit in 
investment income. 


World prices for energy and non-energy 
commodities have influenced the value of the 
Canadian dollar. Sustained strength in the 
US economy and tremendous growth in 
China and other parts of Asia have led to a 
substantial increase in world demand for oil 
and gas, metals, and other commodities that 
Canada exports. 


Canada's deficit in investment income has 
been shrinking rapidly for both direct and 
portfolio investments. As the current account 
surpluses accumulate, the deficit on portfolio 
investment has been falling, which can be 
tracked back to the elimination of fiscal 
deficits. The other factor is a shrinking deficit 
on direct investment income which moved 
into a surplus in the first quarter of 2006 for 
the first time since 1994. 


THE IMPACT ON 
CANADIAN G&O MARKETS 


Canada’s Reliance on G&O Trade 

Canada is the fourth largest exporter in the 
world G&O market. Since 2000-2001, 
Canada has exported about 22.6 Mt of G&O 
annually, which accounts for about 8.1% of 
world exports. The US is the largest 
exporter, with 109.1 Mt of exports or 38.9% of 
the market. This is followed by Argentina 
with 10.7% of the market, and Brazil with 
8.2%. Among the other major exporters, 
Australia and the EU each account for 7.8% 
of the market share, and Russia and Ukraine 
each account for 3% of the world market. 


The Canadian G&O sector is heavily 
dependent on international markets to sell its 
products, but that reliance is diminishing. For 
the past five years, G&O exports have 
accounted for about 39% of Canadian 
production, compared to 46% during the 
1990s and 50% during the 1980s. For the 
past 5 years,, exports accounted for 26% of 
the total production for the US, 23% for 
Brazil, 40% for Argentina and 61% for 
Australia. 


Canadian imports, mainly corn and to a 
lesser extent soybeans, from the US, have 
increased significantly in the last decade. As 
well, Canadian domestic prices for G&O 
follow international prices closely. 


The Dominance of the US dollar 

Exchange rates are probably the most 
important macroeconomic variable affecting 
Canada’s international trade in G&O. 
Exchange rates affect export prices and 
volumes, domestic prices, Canada’s 
competitiveness in world markets, and import 
prices and volumes. 


Under the current international financial 
system, the US dollar is the predominant 
currency in world trade, including trade in 
G&O, in terms of pricing, payments and 
settlements. This role has been 
strengthened further by the fact that the US is 
the world’s largest G&O producer and 
exporter. 


Canadian G&O prices are largely determined 
by global supply and demand conditions, 
especially in large producing countries, such 
as the US and the EU. Canada is a relatively 
small player in the world market and is 
essentially a “price taker” in the world G&O 
markets, except for durum wheat, in which 
Canada accounts for 50% of the world 
exports. Since G&O are traded in world 
markets in US dollars, the appreciation of the 
Canadian dollar, compared to the US dollar, 
results in lower G&O domestic and export 
prices in terms of Canadian dollars. 


Export Prices 

Wheat is Canada’s most important grain 
export, accounting for 70% of the total G&O 
exports for the last five years. Canada has 
established a reputation for supplying high 
quality wheat for the world market. No. 1 
Canada Western Red Spring wheat with 
13.5% protein (1CWRS13.5) competes with 
the US Dark Northern Spring wheat with 14% 
protein (US DNS14.0). The Canadian export 
price for 1 CWRS13.5 FOB St. Lawrence 
follows the price for US DNS14.0 FOB Pacific 
Northwest very closely, with the spread 
reflecting the difference in quality, location, 
and other factors. 


Figure 2 illustrates the effect Canada’s 
stronger dollar has had on wheat export 
prices. The price for US DNS14.0 has been 
at high levels since 2001-2002 and moved up 
in three of the four years. For the same 
period, the Canadian dollar has appreciated 
significantly against the US dollar. As a 
result, the price for 1CWRS13.5 has 
generally trended down. Compared to its 
value in the base year (2001-2002), the 
appreciation of the Canadian dollar is 
estimated to have lowered Canadian export 
prices by $12 per tonne (/t) for 2002-2003, 

$4 1/t for 2003-2004, $60/t for 2004-2005 and 
$81/t for 2005-2006. 


Canola is the major oilseed crop Canada 
exports, both in seed and as processed 
products. The export price for No. 1 Canada 
I/S Vancouver has decreased since 2001- 
2002, due to the significant appreciation of 
the Canadian dollar and other factors. 
Compared to its value in the 2001-2002, the 
appreciation of the Canadian dollar is 
estimated to have lowered canola export 
prices by $20/t in 2002-2003, $67/t in 2003- 
2004, $82/t in 2004-2005 and $99/t in 2005- 
2006. 


Domestic Prices 

G&O prices in Canada generally follow 
international prices very closely. In addition 
to the heavy dependence on exports of the 
Canadian G&O industry, the Canadian 
domestic market is highly integrated with the 
world market through the US market where 
US prices serve as the basis for the rest of 
the world. Specifically, the Canadian 
domestic price for wheat is based on the 
futures price on the Minneapolis Grain 
Exchange (MGE). Corn, soybeans and oats 
are generally priced against the futures prices 
at the Chicago Board of Trade (CBoT). 
Canola and feed barley prices are 
determined at the Winnipeg Commodity 
Exchange and influenced by CBoT soyoil and 
corn prices, respectively. 


FIGURE 2: THE IMPACT OF EXCHANGE RATE 
ON WHEAT EXPORT PRICES 
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f: forecast 


Source: Canadian Wheat Board, Minneapolis Grain Exchange, Pacific Exchange Rate Service 


When the Canadian dollar appreciates, world 
G&0O prices in Canadian dollars decrease 
accordingly, depressing not only Canada’s 
export prices but also domestic prices. 
Furthermore, the appreciation of the 
Canadian dollar makes imports less 
expensive than domestic supplies, further 
pressuring Canadian domestic prices. 


Corn prices at Chatham elevator and feed 
barley prices at Lethbridge are highly 
correlated with CBoT corn prices. The 
appreciation of the Canadian dollar has 
substantially lowered the landed price of US 
corn, in both eastern and western Canada. 
This has contributed to increased corn 
imports from the US, and lower Canadian 
domestic prices for corn and feed barley. 


Lower import and domestic G&O prices have 
reduced producer prices significantly. 
However, the livestock and the G&O 
processing sectors have benefited from lower 
G&O prices. For G&O farmers, the 
appreciation of the Canadian dollar by itself 
has the effect of lowering production costs, 
as a result of lower import and domestic 
prices for some agricultural inputs. However, 
this effect has been more than offset by the 
higher energy prices. In addition, for 
multinational companies, a strong Canadian 
dollar means higher wages, salaries and 
other costs for their Canadian operations 
compared to their US operations. 


Export Volumes 

Economic theory suggest that the quantity of 
exports should be inversely related to 
changes in the exchange rate. The 
appreciation of the Canadian dollar would 
then be associated with lower export volumes 
because Canadian exporters would find it 
more difficult to compete with other exporting 
countries. 


As indicated in Figure 3, Canadian G&O 
exports had grown significantly since the 
1970s and reached the highest level in the 
mid-1990s. The exchange rate was one of 


the major factors underlying this growth, 
explaining about 50% of the changes in 
export volumes. Canadian G&O exports have 
trended down, from 34 Mt in 1994-1995 to 

27 Mt in 2005-2006. However, the data fail to 
support a significant impact of exchange rate 
on export volume for this period. During the 
period of 1994-1995 to 2001-2002, while the 
Canadian dollar depreciated by 35% against 
the US dollar, Canadian G&O exports 
decreased by over 30%, rather than 
increased as economic theory predicts. 

Since 2002-2003, while the Canadian dollar 
appreciated by 26%, exports have increased 
by 17%. Adverse weather conditions caused 
a substantial decrease in domestic G&O 
production in 2001-2002 and 2002-2003, and 
domestic feed use trended higher in recent 
years, reducing exportable supplies. 


There are several possible explanations as to 
why Canada’s export volumes do not reflect 
how much the Canadian dollar has 
strengthened during the period in question. 
First, while export prices decline significantly 
for Canada, the shift from exports to domestic 
sales is limited. For Canada, since the 
domestic market is small, relative to exports, 
domestic demand is generally inelastic, 
particularly for the short-term, and domestic 
prices follow international prices closely. 


Second, since world G&O prices are quoted 
in US dollars, much of the potential impact of 
the appreciation has been absorbed by 
Canada in terms of lower export prices in 
Canadian dollars. For importing countries, 
the strengthening of the Canadian dollar does 
not necessarily make imports from Canada 
more expensive than from alternative 
sources. 


Third, other major currencies have also 
appreciated against the US dollar, limiting 
other exporters’ potential advantage in 
competitiveness over Canada. Lastly, 
currencies for some of the major G&O 
importing countries also appreciated against 
the US dollar, making imports cheaper in 


FIGURE 3: CANADA: EXCHANGE RATE AND 
GRAINS AND OILSEEDS EXPORTS, 1971-2006 
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Source: Pacific Exchange Rate Service, Statistics Canada 


their own currencies and raising import 
demand. 


Export Competition 

In the world G&O market, Canada competes 
with traditional exporters such as the US, 
Australia, the EU and Argentina, as well as 
newly emerged exporters such as Brazil, 
Russia and Ukraine. 


Depending on the extent to which major 
currencies appreciate against the US dollar, 
G&O export prices, in local currencies, are 
expected to have decreased the most for 
Australia, followed by Canada, the EU, Brazil 
and Russia. The US was little affected in 
terms of export prices, while Argentina was 
better off. The impact of exchange rates on 
export market shares among the major 
exporters should follow similar order. 


With respect to the impact of recent changes 
in exchange rates on market shares, 
empirical data show mixed results. 
Compared to the period of 2001-2002 and 
2002-2003, the market share for the period of 
2003-2004 to 2005-2006 has decreased by 
3.4 percentage points for the EU, increased 
by 1.8 points for Brazil, one point for the US 
and 0.6 points for Ukraine. These changes 
are generally consistent with changes in the 
value of their currencies, relative to the 

US dollar. 


However, the market share has increased by 
one percentage point for Canada, 0.7 points 
for Australia, 0.2 point for Argentina and 

0.1 point for Russia, which are inconsistent 
with changes in exchange rates. The 
fluctuation in exportable supplies, low 
elasticity for domestic demand and 
depressed domestic prices could constrain 
the ability for major exporters to respond to 
exchange rate changes, particularly for the 
short term. 


Imports 

Canada plays a much smaller role in the 
world G&O import market than in the export 
market. In the past five years, G&O imports 
averaged 3.8 Mt, of which 74% were corn 
and 12% were soybeans. While having been 
an exporter and an importer simultaneously 
in the corn and soybean markets, Canada 
has generally been a net exporter of 
soybeans but has become a net importer of 
corn since 1991-1992. 


The Canada/US exchange rate has a 
moderate impact on the quantity of Canadian 
G&O imports. The appreciation of the 
Canadian dollar reduces the landed price of 
imports, mainly from the US, by a 
proportionate amount in Canadian dollars. In 
the case of corn, the strong growth in import 
demand and the fluctuation of domestic feed 
grain supplies also play major roles. 


In eastern Canada, the price of corn is based 
on CBoT futures, with a premium or discount, 
depending on local supply and demand 
situations. Figure 4 illustrates the impact on 
Canadian corn import prices of the 
appreciation of the Canadian dollar. While 
CBoT corn prices increased by 24%, from 
US$84/t in 2001-2002 to US$104/t in 2003- 
2004, Chatham corn prices increased by only 
3%, from $133/t to $137/t. Compared to 
2003-2004, CBoT corn prices decreased by 
16% to US$87/t for 2005-2006 to date, while 
Chatham prices dropped by 29% to $97/t. 
Compared to the base year, the appreciation 
of the Canadian dollar depressed Chatham 
corn prices by $8/t for 2002-2003, $24/t for 
2003-2004, $28/t for 2004-2005 and $36/t for 
2005-2006 to date, assuming no change in 
the basis. 


OUTLOOK FOR 2006-2007 


Market Fundamentals for 

the Canadian Dollar 

The market fundamentals for the Canadian 
dollar remain solid, and any possible pullback 
in its value is expected to be modest. The 
continuing strength in the Canadian dollar is 
supported by the following three factors: 


First, the US dollar has not depreciated 
nearly enough to start to reverse its current 
account deficit and there appears to be little 
inclination for the US government to take 
effective measures to address its fiscal 
deficit. Second, the surplus on Canada’s 
trade in goods and services is expected to 
remain high and the decline in the deficit on 
portfolio investment is likely to continue. 
Third, prices for energy and other 
commodities are expected to remain 
supportive of the Canadian dollar. 


TABLE 1: LATEST EXCHANGE RATE FORECASTS 
BY MAJOR CANADIAN BANKS 
ES he ri so] 


BMO (Aug. 4) 
CIBC (Jul. 31) 

RBC (Aug. 4) 
Scotiabank (Aug. 10) 
TD Bank (Jul. 14) 


Simple Average 
Olympic Average 


* end of quarter 
Source: BMO, CIBC, RBC, Scotiabank, TD Bank 


FIGURE 4: THE IMPACT OF EXCHANGE RATE 
ON CORN PRICES 


5 
3 
oe 


2001-2002 2002-2003 2003-2004 


Exchange Rate (CANS/US$) 


2004-2005 2005-2006 2006-2007f 


f: forecast 


Source: Chicago Board of Trade, DePutter Publishing Ltd., Pacific Exchange Rate Service 


Impact for 2006-2007 


For 2006-2007, the exchange rate is forecast 
to appreciate slightly, from CAN$1.16/US$ for 


2005-2006 to CAN$1.13/US$ for 2006-2007, 
as shown in Table 1. This is based on the 
average of the projections made by the five 
major Canadian banks — Royal Bank of 
Canada (RBC), Canadian Imperial Bank of 
Commerce (CIBC), Scotiabank, Bank of 
Montreal (BMO) and Toronto Dominion (TD) 
Bank - over the period of Quarter III of 2006 
to Quarter II of 2007. 


For 2006-2007, Canadian G&O prices are 
forecast at $246/t for 1CWRS13.5 wheat 
(FOB St. Lawrence), $120/t for No.2 CE 
corn (I/S Chatham), $130/t for No. 1 Feed 
Barley (I/S Lethbridge) and $310/t for No. 1 
canola (I/S Vancouver). If the US/Canada 
currency exchange rate had stayed at the 
2001-2002 level of CAN$1.57/US$, the 
price for 2006-2007 would have been $93/t 
higher for wheat, $46/t for corn, $50/t 
higher for barley and $125/t higher for 
canola. 


Crop Year 


2006-2007 
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CHICKPEAS: SITUATION AND OUTLOOK 


In Canada, commercial chickpea production started in the mid-1990s and grew rapidly until reaching its peak of 
455,000 tonnes (t) in 2001-2002. For the next three years production declined, but started recovering in 2005-2006. 
Canadian exports followed production trends and Canada became a major exporter of chickpeas, placing among the top 
five in the world. The value of Canadian chickpea exports declined from a high of $83 million (M) in 2001 to $37M in 
2005. For 2006-2007, production and exports are expected to increase from 2005-2006, and prices are forecast to 
decrease for the kabuli type and increase for the desi type. This issue of the Bi-weekly Bulletin examines the situation 
and outlook for chickpeas. 


WORLD production volumes in India and other available, exports were 682,000 t. During 
countries which both produce and import the past 10 years, India was the largest 

Production chickpeas. In 2004, the latest year for importer of chickpeas, but imports were 

During the past 10 years, although world which complete world trade statistics are extremely variable, depending on the 


production has been variable, volume of production in India 
6.76 million tonnes (Mt) in surrounding countries import 
2000-2001 to a high of be de ‘ Nee Panes mainly the desi type, while 
9.56 Mt in 1998-1999, there P countries in North and South 
has not been a downward or | Harvested Area (kha) 10,925 10,545 10,710 10,800] America, Europe, the Middle 
an upward trend. India Average Yields (t/ha) 0.80 0.79 0.82 East and Africa import mainly 
accounted for 60-70% of the kabuli type. 

world production during this 


mene Carry-in Stocks (e) 400 


Production: 
India 5,470 : 
Turkey 620 Production 


CANADA 


The two commercial types of 


chickpeas produced are desi paretan 611 Chickpea production at the 
and kabuli. Countries in the rectralia 423 commercial level in Canada 
Indian sub-continent and iran 310 started in 1995-1996 at about 
Australia produced mainly the Mexico 240 1,000 t, but increased rapidly 
desi type, Canada produces Myanmar 230 during the next six years to 
both the kabuli and desi Canada 51 455,000 t in 2001-2002. 
types, and the remaining Ethiopia 136 Production fell sharply in 
countries produced mainly the Iraq 100 2002-2003 due to lower 
kabuli type. On average, United States 27 seeded area and wet harvest 
world production consisted of Syria 45 conditions. Seeded area and 
about 75% desi type and 25% Spain 57 production fell further in 2003- 
kabuli type. Production of the Morocco 42 2004 and 2004-2005. The 
kabuli type is more dispersed Other __286 | decreases in seeded area 
and therefore less variable Total Production 7085 8.721 were due to the difficulty and 
than for the desi type. Total Production - Kabuli (e) high cost of controlling 

Total Production - Desi (e) ascochyta blight, yield and 
Trade quality losses during 
World exports during the past ey wet harvests, and price 
10 years were variable, but Total Use (e) decreases. Production 
with no downward or upward | Carry-out Stocks (e) recovered in 2005-2006 as 


trend. Exports ranged from a higher prices for the kabuli 


low of 514,000 t in calendar x4 type encouraged additional 
year 1999 to a high of e: estimate, AAFC, September 2006; p: preliminary seeding. 


998,000 t in 2001, depending if: Se ae Pulse Saat eng Bir ate. Seon Mes 
mainly on domestic Source: Ze A ia Department of Agriculture, , Pulse Australia, an 
Statistics Canada 


Stocks-to-use ratio 


Canada 


Saskatchewan accounted for at least 80% 
of Canadian production and Alberta for the 
balance. Chickpeas have contributed to the 
diversification of crop production in these 
provinces and are valuable in crop rotations 
which improve soil tilth and fertility. The 
production of chickpeas has also 
contributed to the expansion of the pulse 
crops handling, marketing and processing 
industry, which increased employment 
opportunities in rural areas. 


Kabuli chickpeas, also known as garbanzo 
beans, have a larger, cream-coloured seed 
with a thin seed coat. The desi type has a 
smaller, darker coloured seed with a thick 
seed coat. Included in kabuli 
chickpea production are the large 
kabuli type with the seed size 


durum wheat. Nitrogen fertilizer is usually 
not required since chickpeas possess the 
ability to fix nitrogen from the air in nodules 
on the roots where it is used for plant 
growth. To maximize the nitrogen fixation 
ability, chickpea seed should be inoculated 
with the chickpea strain of nitrogen-fixing 
inoculants. 


The stage of crop development should be 
closely monitored nearing harvest, as 
weathered seed and dark seed 
discolouration (green, brown, black) makes 
the seed less desirable to processors and 
consumers. Kabuli chickpea colour is 
especially important because buyers prefer 


CANADA: CHICKPEA SUPPLY AND DISPOSITION 


mostly 8-9 millimetres (mm) and a Mh self 2002 200320042005 
See cri nantcioton August-July  -2003 -2004 ~—--2005 2006p 
grams/1000 seed, and the small Seeded Area (kha) 221 63 47 79 
kabuli type, which have a more Harvested Area (kha) 154 63 39 is 
uniform seed size of about 7 mm Yield (tha) 1.01 1.08 1.31 1.42 


and a seed weight of about 265 
grams/1000 seed. Yields of the 
desi and small kabuli types are 


Carry-in stocks 


: Production: 
about 20% higher than of the large Large Kabuli 55 29 53 
SERIES. Small Kabul 31 15 17 
pater Desi ord, 31 11 
There are two serious limitations for Total Production 156 68 54 


chickpea production in Canada, the 
long growing season requirement 


for current varieties and the high Total Supply 345 150 80 117 
risk of the extremely aggressive Exports: 

disease, ascochyta blight. Asia 71 34 16 34 
Chickpeas have an indeterminate Europe 10 15 12 14 
growth habit and will continue to Middle East 10 3 > 9 
flower while growing conditions South America 6 7 8 7 
remain favourable for vegetative Africa 3 5 3 3 
growth. Thus, moisture or nitrogen United States 4 5 5 3 
stress is required to encourage Central America 

seed set and hasten maturity. The and the Caribbean _ 1 Ls) oat a) 
ideal growing conditions are Total Exports 105 74 47 70 
moderate precipitation and normal | Total Domestic Use 160 51 28 a7. 
to above normal temperatures from | Total Use 265 125 75 107 
seeding to late July and then 

drought for the maturing Carry-out Stocks 80 25 5 10 
and harvest periods. Because of Stocks-to-use ratio 30% 20% 7% 9% 
th e gr owt h h abi t, k abuli chi Cc k p eas PLE EEE ESE rr cere 
are best adapted to the Brown soil | Seeded Area (kac) 546 156 116 195 
zone and desi chickpeas to the Harvested Area (kac) 381 156 96 180 
Dark Brown and Brown soil zones. _ | Yield (Ib./ac.) 904 963 1,167 1,271 
Both soil zones are located in Average producer price* 

south-western Saskatchewan and |Large Kabuli $/t 518 507 650 661 
south-eastern Alberta. Chickpeas ¢/lb 23.50 23.00 29.50 30.00 
are relatively drought tolerant due [Small Kabuli  $/t 353 309 364 452 
to the long tap root. They are not ¢/lb 16.00 14.00 16.50 20.50 
well adapted to high moisture Desi $/t 342 231 231 265 
areas, saline soils, soils which are ¢/lb 15.50 10.50 10.50 12.00 


slow to warm in the spring and wet 
or waterlogged soils. Chickpea 
production works well in rotation 
with cereal grains such as spring or 


Imports 


* Saskatchewan, No.1 CW grade 
p: preliminary 

f: forecast, Agriculture and Agri-Food Canada, September 2006 
Source: Statistics Canada and AAFC 


2 


a yellowish-cream colour. Early fall frost 
can result in green discolouration of 
immature kabuli chickpea seed, which will 
reduce the value of the crop. Other 
important factors affecting visual quality are 
levels of admixture, seed size and seed 
uniformity. The use of conveyors instead of 
augers when handling chickpeas will reduce 
mechanical damage. The Canadian 
chickpea harvest generally occurs during 
the period from late-August to early 
October. 


Marketing 

All of the chickpeas produced in Canada are 
sold on the open market to dealers, mainly 
in Saskatchewan, who buy, clean 
and ship chickpeas to domestic 
and export consumers. There is 
also some dehulling and splitting of 
desi chickpeas in Saskatchewan. 
Some chickpeas are grown, under 
production contracts, which 
guarantee a price for part of the 
production, but most are sold on 
the spot market. Chickpeas are 
shipped mainly bagged in 
containers, although some are also 
shipped bulk in containers or bulk 
inside the hold of ships. 


Domestic Use 

Domestic use consists of food, 
feed, seed, dockage and waste. 
Only small volumes of low quality 
chickpeas are used for livestock 


So 
16 | feed, however nutritional analysis 
44 | indicates that they make an 


excellent feed for hogs, cattle and 
poultry. 


Exports 

Canadian chickpea exports had 
been increasing, in line with the 
increase in production, and Canada 
became the world’s third largest 
exporter in 2002. For the next 
three years, exports decreased as 
production fell, and Canada 
became the fourth or fifth largest 
exporter in the world, but with the 
recovery in production, Canada 
could once again become the third 
largest exporter. The main markets 
by region, with the leading 
countries in brackets, are: Asia 
(India, Pakistan and Bangladesh), 
Europe (Spain, Italy, Portugal, 
United Kingdom and Belgium), the 
Middle East (United Arab Emirates, 
Jordan and Egypt), Africa (Algeria), 
South America (Colombia and 
Brazil), Central America and the 
Caribbean (Trinidad and Tobago), 


16% 


356 
351 
1,026 


973 
26.00 
419 
19.00 
353 
16.00 


and the United States. Exports of the desi 
type are mainly to Asia, while exports of the 
kabuli type are to all regions of the world. 


Prices 

Canadian prices are largely determined in 
the international market because Canada 
exports most of its production. Although 
prices of the large kabuli type are higher 
than for the desi type, they are also more 
volatile. Prices of the large kabuli type 
increase as the size of the seed increases 
from 7 mm, to 8 mm, to 9 mm and to 

10 mm. The producer receives a weighted 
average price for kabuli chickpeas based on 
the percentage of various sized seed. The 
price of the small kabuli type is generally 
higher than for the desi type, but lower than 
the weighted average large kabuli type 
price. Since there is no futures market for 
chickpeas, prices are negotiated directly 
between producers and dealers based on 
supply and demand factors for each type of 
chickpea. 


Organizations 

The Canadian Grain Commission (CGC) 
administers quality standards for chickpeas. 
The grades are No.1, 2 and 3 Canada 
Western (CW) Kabuli, and No.1, 2 and 3 
CW Desi. Chickpeas which do not meet the 
listed grade standards are graded Sample. 


The major quality concerns in chickpea 
grading are damage due to heating and 
peeling, split or broken seed, seed 
discolouration, as well as foreign material. 
For further information, or to access the 
Official Grain Grading Guide, please visit 
the CGC website: 
(www.grainscanada.gc.ca) 


The Canadian Special Crops Association 
(CSCA - www.specialcrops.mb.ca) 
establishes trade rules and serves as a 
forum for exporters, dealers and brokers 
involved in the industry of trading Canada’s 
pulse and special crops, including 
chickpeas. The website includes a section 
where buyers can submit a request for 
prices. 


Pulse Canada (www.pulsecanada.com) is 
an industry organization, with the CSCA and 
provincial pulse growers’ organizations as 
members. It is involved in market 
development, market access, policy issues 
and coordination of scientific research. The 
website contains information on pulse crops, 
markets, and health and nutrition. 


Pulse Innovation Project (PIP) 
PIP is managed by Pulse Canada and 
funded mainly by a $3.2M, over three years 


starting in 2005, contribution from 
Agriculture and Agri-Food Canada (AAFC) 
under the Science and Innovation pillar of 
the Agricultural Policy Framework. The goal 
of the PIP is to stimulate innovation in 
product development by understanding 
industry needs and targeting research that 
will boost the incorporation of pulses, 
including chickpeas, into food and industrial 
products. It will support the development 
and commercialization of products by 
working with food processors and ingredient 
manufacturers to ensure that the end results 
are foods that will be found on grocery store 
shelves, targeting products that are 
economic, convenient and enhance nutrition 
and health. In addition, PIP will explore and 
support industrial avenues for pulses to 
ensure the maximum value added 
opportunities for producers. 


In August 2006, it was announced that 
Pulse Canada was allocated an additional 
$525,800 from AAFC in support of their 
international strategy until March 2008. 
Pulse Canada will focus its strategy on 
increasing demand for pulses in new or 
emerging markets within the more than 160 
countries that have purchased Canadian 
pulses in the last four years. It will also 
seek to increase demand by promoting the 
health benefits of pulses in international 
markets. 


USE 


More than 90% of chickpeas are consumed 
in the countries where they are produced. 
Chickpeas are used almost exclusively for 
human consumption. The desi type seed 
must be dehulled and is used whole or split 
or milled. In the Indian sub-continent, the 
desi chickpeas are used whole, dehulled 
and split to produce dhal, or ground into fine 
flour called besan. Besan is used in many 
ways for cooking, including mixed with 
wheat flour to make roti or chapatti, and for 
making sweets and snacks. Kabulli 
chickpeas are substituted for desi chickpeas 
if the price is competitive. In addition, 
yellow peas are used as a substitute for 
chickpeas for the lowest income consumers 
if the price of yellow peas is lower. In the 
Middle East, consumption is based on a 
popular dish known as “hummus’ which is 
produced from mashed chickpeas mixed 
with oil and spices. The large kabuli type is 
used mainly in salad bars and vegetable 
mixes. Chickpeas are also used as a 
vegetable and in preparing a wide variety of 
snack foods, soups, sweets, and 
condiments. Smaller size kabuli chickpeas 
are also milled for flour. 


3 
Healthy Diet 
Pulses, including chickpeas are increasingly 
being used in health-conscious diets to 
promote general well-being and reduce the 
risk of illness. They are low in fat, low in 
sodium, cholesterol free, high in protein, and 
are an excellent source of both soluble and 
insoluble fibre, complex carbohydrates, and 
vitamins and minerals, especially B 
vitamins, potassium and phosphorus. 


Since chickpeas are low in fat, low in 
sodium and are cholesterol free, they are an 
excellent heart healthy food that may be 
beneficial to the prevention of 
cardiovascular disease. Chickpeas are an 
inexpensive, high quality source of protein. 
Studies have shown that whole pulses 
(including chickpeas) have demonstrated 
cholesterol and lipid lowering effects in 
humans. 


Studies have reported the beneficial effects 
of soluble dietary fibre on cardiovascular 
disease in humans, especially in lowering 
both total serum and LDL-cholesterol levels. 
In addition, clinical research has shown 
soluble fibre to be beneficial in the 
management of type-2 diabetes. Insoluble 
dietary fibre consumption can be beneficial 
to a healthy colon and has been associated 
with reducing the risk of colon cancer. Diets 
high in fibre have demonstrated beneficial 
effects on weight loss because they deliver 
more bulk and less energy. 


Chickpeas are an excellent source of the 
B vitamin folate which is an essential 
nutrient. In addition, folate consumption 
during pregnancy has been shown to 
reduce the risk of neural tube defects. 


Flour made from chickpeas is gluten free 
and is a very nutritious option for people 
with celiac disease. 


OUTLOOK 


World: 2006-2007 

World production is forecast to decrease by 
2% from 2005-2006 to 8.65 Mt, as an 
increase in production for the kabuli type is 
more than offset by a decrease for the desi 
type. Total supply is expected to remain 
relatively stable at 9.15 Mt because of 
higher carry-in stocks. The world production 
forecast for 2006-2007 is preliminary as 
seeding in India does not occur until 
October and November, the Australian 
harvest occurs in November and December 
and information about production in the 
Middle East and Mexico is limited. 


India: 2006-2007 
Chickpeas in India are grown as a winter 


crop in the central and northern parts of the 


country. Nearly all of the chickpeas 
produced in India are the desi type. 


Chickpeas are generally seeded in October 


and November and harvested mainly in 


March and April. Most of the rainfall in the 


chickpea growing areas occurs during the 
summer monsoon season, which normally 


lasts from early June to early October in the 


calendar year 2001 


Australia 267 94 1 
Turkey 154 105 1 
Iran 124 140 
Mexico 207 143 1 
Canada 149 125 
Syria 1 1 
Tanzania 9 a 
Pakistan 5) 3 
Morocco Ps 3 
United States 29 Zs 
India 2 2 
Russia 6 10 
Other _43 251 
Total 998 721 7 


calendar year 2001 


India 


n/a: not available 


September 2006 


WORLD: CHICKPEA EXPORTS 


2002 2003 2004 2005 


44 
90 
87 
41 
88 


2002 2003 2004 2005 


Bangladesh 38 57 84 
Pakistan 106 182 123 
Spain 69 58 54 
Algeria 70 34 51 
Italy 23 22 21 
Jordan 22 ya 23 
Sri Lanka 13 17 20 
United Arab Emirates 32 44 3 
Tunisia 20 19 19 
United Kingdom 16 18 18 
Saudi Arabia 25 23 Pa 
United States 11 12 10 
Iraq 1 1 63 
Portugal 12 12 12 
France 13 11 11 
Lebanon 1177 10 9 
Colombia 10 10 12 
Other 2103 2919 279 
Total 1,118 860 922 


The difference between imports and exports is attributed to the 
timing of delivery and international Classification differences. 


Source: FAO, Statistics Canada, USDA, Global Trade Atlas — 


central parts of the country and mid-June to 
late September in the north-western parts. 
The monsoon rainfall provides moisture for 
the summer crops and a moisture reserve 
for winter crops, such as chickpeas. 
Chickpeas are generally grown without 
irrigation. In 2006, the monsoon rainfall to 
date has been normal in most chickpea 
growing areas. The chickpea crop also 
needs winter rains, but winter rainfall is 
much lower and less reliable than during the 
summer. Although there is a 
great deal of uncertainty about 
the 2006-2007 chickpea crop in 
India, production is expected to 
increase because high prices 


149 187] are expected to encourage 
133. 124] additional seeding. 
85 = n/a 
83 79 | India is expected to be a strong 
68 59 | importer of chickpeas at least 
29 n/a until the size and condition of the 
25 n/a} 2006-2007 crop is known. 
18 n/a} Adding to the demand is the 
13 n/a] elimination of import tariffs by 
12 21 | the government of India until 
12 29 | March 31, 2007. The 
9 14 | government of India also banned 
46 n/a} exports until March 31, 2006 
682 nla} which provides Canadian 


exporters additional market 
opportunities in other countries. 


Canada: 2006-2007 
Area seeded in Canada 
increased by 82% because of 


105 n/a} attractive prices for the kabuli 
69 n/a] type, high yields in 2005-2006 
58 56] and good movement to 
49 471 markets. Production is 
28 22 | expected to increase by 57% to 
24 1a 163,000 t, with increases for all 
23 n/a} types, large and small kabuli 
21 V/A] and desi. Average yields are 
20 n/a expected to be slightly below 
20 24 trend, and sharply lower than in 
17 n/a} 2005-2006. Crop development 
14 10 and harvest progress have 
12 1/8) been ahead of normal and 
11 12 quality is expected to be 

9 9 normal. Supply is expected to 
9 1/8 | increase by 52% to 178,000 t 
es a Exports are forecast to 

732 nla Increase due to the higher 


supply and strong demand. 
Carry-out stocks are forecast to 
increase, with a stocks-to-use 
ratio of 16%. Prices are 
forecast to increase for desi 


chickpeas and decrease for large and 
small kabuli chickpeas in response to the 
respective supply situations. 


Canada: longer term 

Work is underway to (1) develop varieties 
which are more resistant to ascochyta blight 
and mature earlier, making them more 
suitable for Canadian growing conditions, 
(2) provide additional weed control options 
for chickpeas, (3) develop larger kabuli 
chickpeas and desi chickpeas with light tan 
or tan seed colour, which is expected to 
increase market opportunities for Canadian 
chickpeas, and (4) increase demand for 
Canadian chickpeas through the Pulse 
Innovation Project. With the improvements 
in varieties, weed control and increased 
market demand, and with a growing core of 
producers who are experienced in growing 
chickpeas, the seeded area is expected to 
increase significantly. However, any 
expansion will also depend on the prices 
which producers will be able to obtain. 


For more information please contact: 
Stan Skrypetz, 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2006-07, the production of grains and oilseeds in Canada is estimated to decrease to 61.7 million tonnes (Mt), from 66.7 Mt 
in 2005-06, vs. the 10-year average of 60 Mt, based on Statistics Canada’s (STC) “July 31 Estimate of Production of Principal 
Field Crops”. On average, yields are estimated to be about 9% below 2005-06. Harvest progress is ahead of 2005-06 and 
ahead of normal. Quality of all crops is expected to be above average, with a better than normal grade distribution. 

In western Canada, production is estimated to decrease by 10% from 2005-06, to 45.6 Mt as lower yields more-than offset 
higher harvested area. In eastern Canada, production is estimated to rise by 1% to 16.1 Mt due to higher yields. 


September 1st, 2006 


Total domestic supply of grains and oilseeds in Canada is forecast to decrease by 2% from 2005-06, as lower production more 
than offsets the higher carry-in stocks. Exports and total domestic use are forecast to increase. Carry-out stocks are expected 


to decrease by about 25% to near-normal levels. 


Prices in Canada for all crops will continue to be pressured by the strong 


Canadian dollar but are expected to be higher than in 2005-06, except for flaxseed and soybeans. The major factors to watch 
are: US and Canadian crop development and harvest conditions, the biofuel market, ocean freight rates and exchange rates. 


DURUM 

Production is forecast to fall by 42% due to lower 
area and yields. However, supply is expected to 
decrease by only 20% due to the record 3.3 Mt 
carry-in stocks. Exports are forecast to decrease 
due to lower demand from North Africa and the 
EU, which will be partly offset by higher imports 
from the US. Carry-out stocks are forecast to fall 
but remain slightly above the 10-year average. 

The Canadian Wheat Board (CWB) Pool Return 
Outlook (PRO) is rising from earlier expectations 
due to the declining production prospects for North 
America, and is now 4% higher than 2005-06. The 
discount of No.1 CWAD 11.5 to No.1 CWRS 11.5 
is projected at a record $12/t. 


WHEAT (excluding durum) 

For 2006-07, production is forecast to increase by 
8%, as increased area harvested more-than offsets 
the lower yields. Supply is expected to rise by 
10%, supported by higher carry-in stocks. Exports 
are forecast to increase by 30%, due to increased 
supplies of good quality wheat in western Canada, 
record Ontario production of 2.7 Mt and reduced 
competition from other exporters. Industrial use is 
expected to rise due to increased ethanol 
production but feed use is forecast to decrease 
because of the improved quality of the wheat crop. 
Carry-out stocks are expected to decline by 11%. 
The CWB PRO for high protein Nos. 1 and 2 
CWRS was lowered from the previous month, due 
to falling protein premiums resulting from the good 
quality of the US and Canadian crops, but returns 
are expected to be well above 2005-06 for all 
grades. 


BARLEY 

Production is forecast to decrease by 18%, due to 
lower area and yields. Supply is expected to fall by 
15%. Exports are forecast to decrease by 14%, as 
lower feed barley exports are only partially offset 
by higher exports of malting barley. Despite lower 
exports and domestic feed use, carry-out stocks are 
forecast to fall significantly. The average off-Board 


feed barley price (No.1 CW, in-store Lethbridge) is 
forecast to increase by $20/t from 2005-06. The 
CWB PRO for No. 1 CW feed barley for Pool A in 
2006-07 is $129/t, vs. $127/t for Pool B in 2005- 
06. The CWB PRO for SS2R malting barley is 
$179/t vs. $171/t for 2005-06, due to lower 
expected exportable supply in Australia and strong 
import demand from the US. 


CORN 

Production is forecast to decrease by 5% due to 
lower yields. Imports are forecast to increase 
significantly from 2005-06, as a result of lower 
domestic supply, and strong demand for animal 
feed and ethanol. Carry-out stocks are forecast to 
drop by 25%. The average price at Chatham 
elevator is forecast to increase by about 20% due 
to higher US corn prices. 


OATS 

Production is forecast to increase by 10% due to 
higher harvested area. Supply is expected to 
increase, as higher production more than offsets 
lower carry-in stocks. Exports are forecast to rise 
slightly from 2005-06, as a result of strong US 


import demand. Feed use is expected to rise by 9%. 


Carry-out stocks are projected to be the same as 
2005-06. The average Chicago Board of Trade oat 
nearby futures price is forecast to remain 
unchanged from 2005-06, narrowing the US price 
premium for oats over corn. 


CANOLA 

Production is forecast to decrease by 17% to 8.0 
Mt, as yields are pressured by hot and dry weather. 
Supply is expected to decrease by 10%, but remain 
historically high, due to burdensome carry-in 
stocks. Exports are forecast to decline slightly from 
2005-06 record of 5.4 Mt as a result of lower 
supplies. Domestic crush is forecast to rise slightly 
following the expansion of some processing plants, 
with many of the recently announced plants not 
expected to begin operations until 2007-08. Carry- 
out stocks are forecast to fall sharply, but will 


remain significantly above the 10 year average. 
Prices are expected to rise from the low of 2005- 
06, but remain under pressure from low US 
soybean prices. 


FLAXSEED (excluding solin) 

Production is forecast to decrease by 10% due to 
lower yields. However, supplies are expected to 
rise sharply because of burdensome carry-in stocks 
caused by the high production in 2005-06. 
Although exports and total domestic use are 
forecast to rise, carry-out stocks are expected to 
increase to a burdensome 0.78 Mt vs. the 10-year 
average of ().2 Mt. As a result, prices are forecast to 
decline. 


SOYBEANS 

Production is forecast to be similar to 2005-06 as 
higher area is offset by lower yields. Supply is 
forecast to increase, as higher carry-in stocks more- 
than offset lower imports. Exports are forecast to 
increase to a record high on strength of market 
development efforts for edible soybeans. Domestic 
crush is expected to increase slightly. Prices are 
expected to decline under pressure from higher 
carry-out stocks and lower US soybean prices. 


FURTHER INFORMATION: 

Wheat ....Glenn Lennox (204) 983-8465 

Email zee oes lennoxg@agr.gc.ca 
Coarse Grains...Bobby Morgan.984-0680 

Peal): 2c: morganb@agr.gc.ca 
Oilseeds...Chris Beckman.......... 984-4929 
Bem ail Sc werner. beckmac@agr.gc.ca 
Rredi@lesonn@hictesess 2 eee 983-0807 
[STi ET] Es omen olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam 


L\MAD\OUTLOOK\S&D\2006\Sept 1\Sept-12006.doc 


CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION 


September ‘ist, 2006 


Food & Feed, Total 
Area Area Total Industrial Waste & Domestic Carry-out Average 
Grain and Seeded Harvested Yield Production Imports (b) Supply Exports (c) Use (e) Dockage Use (d) Stocks Price (f) 
Crop Year (a) thousand ha tha __-_-_--—-—-—-—-——-thousand metric tonnes----—-—-—-----__-—-_-—-—-- Sit 
Durum 
2004-2005 2,230 2,141 DZ 4,962 1 6,752 3,218 254 536 1,013 2,521 201 
2005-2006P 2,341 2,297 2.58 5,915 1 8,436 4,100 255 621 1,036 3,300 181* 
2006-2007F 1,724 1,706 2.00 3,418 1 6,719 3,800 260 469 919 2,000 189** 
Wheat Except Durum 
2004-2005 8,169 WUE Pail 20,898 13 25,203 11,593 2,845 4,521 8,138 5,471 190 
2005-2006P alos 7,530 PAT 20,860 20 26,352 11,500 2,870 4,585 8,352 6,500 183* 
2006-2007F 8,953 8,825 2.55 22,507 19 29,026 15,000 3,100 4,280 8,226 5,800 2Oiliee 
All Wheat 
2004-2005 10,399 9,862 2.62 25,860 14 31,955 14,812 3,099 5,056 9,151 7,992 
2005-2006P 10,094 9,826 DUP 26,775 21 34,788 15,600 4) 1|75) 5,206 9,388 9,800 
2006-2007F 10,677 10,531 2.46 25,925 20 35,745 18,800 3,360 4,749 9,145 7,800 
Barley 
2004-2005 4,678 4,050 3.26 13,186 83 15,371 1,863 258 9,358 10,019 3,489 1112 
2005-2006P 4,440 3,889 Seal 12,481 44 16,014 2,500 240 9,459 10,114 3,400 110 
2006-2007F 3,868 3,435 2.99 10,287 30 NSIT 2,150 290 9,062 9,767 1,800 120-140 
Corn 
2004-2005 1,185 1,072 8.24 8,837 2,419 12,399 229 2,395 7,961 10,368 1,802 100 
2005-2006P 1,124 1,096 8.63 9,461 1,800 13,062 275 2,600 8,172 10,787 2,000 95-100 
2006-2007F 1,132 1,110 8.07 8,960 2,500 13,460 200 3,300 8,445 11,760 1,500 110-130 
Oats 
2004-2005 1,995 Ae315 2.80 3,683 26 4,497 1,675 118 1,560 1,834 988 131 
2005-2006P 1,853 1,326 2.59 3,432 19 4,439 1,700 140 1,529 1,839 900 144 
2006-2007F 2,002 {| et 2.48 3,776 10 4,686 1,800 140 1,671 1,986 900 135-155 
Rye 
2004-2005 284 165 2.53 418 1 487 WZ 48 155 220 145 68 
2005-2006P 226 148 2.42 359 1 505 123 48 157 222 160 81 
2006-2007F 149 138 2.29 316 1 477 110 48 162 227 140 80-100 
Mixed Grains 
2004-2005 220 111 2.87 318 0 318 0 0 318 318 0 
2005-2006P 209 109 2.78 303 0 303 0) 0 303 303 0 
2006-2007F 232 113 2.80 316 0 316 0 0 316 316 0 
Total Coarse Grains 
2004-2005 8,362 6,713 3.94 26,442 2,528 33,071 3,889 2,819 19,352 22159 6,424 
2005-2006P 7,852 6,568 3.96 26,036 1,864 34,324 4,598 3,028 19,621 23,266 6,460 
2006-2007F 7,383 6,317 3.74 23,655 2,541 32,656 4,260 3,778 19,656 24,056 4,340 
Canola 
2004-2005 5,319 4,938 1LS7/ 7,728 108 8,444 3,412 3,031 328 3,403 1,629 309 
2005-2006P 5,491 5,283 1.83 9,660 125 11,415 5,350 3,423 447 3,915 2,150 278 
2006-2007F 5), vs 5,239 feo2 7,977 150 10,277 5,000 3,450 482 3,977 1,300 285-315 
Flaxseed 
2004-2005 728 528 0.98 517 39 648 468 n/a n/a 151 30 n/a 
2005-2006P 842 803 leks) 1,082 40 1,152 450 n/a n/a 177 525 276 
2006-2007F 838 833 Ale 978 20 HPO 2S 550 n/a n/a 198 775 240-280 
Soybeans 
2004-2005 1,229 1,178 2.59 3,048 393 3,581 1,122 1,610 457 2,190 270 248 
2005-2006P 1,176 1,169 2.70 3,161 300 3,731 1,250 1,458 461 2,039 442 215-225 
2006-2007F 1,213 1,211 2.61 3,163 250 3,856 1,350 1,550 356 2,006 500 190-230 
Total Oilseeds 
2004-2005 7,277 6,643 1.70 lile29S 540 12,674 5,002 4,641 904 5,743 1,929 
2005-2006P 7,510 Wazoo 1.92 13,904 465 16,298 7,050 4,880 908 6,130 3,118 
2006-2007F eres: 7,283 1.66 12,118 420 15,656 6,900 5,000 838 6,181 2,575 
Total Grains And Oilseeds 
2004-2005 26,038 23,219 2.74 63,596 3,082 77,700 23,702 10,559 25.002 37,653 16,345 
2005-2006P 25,456 23,650 2.82 66,715 2,350 85,410 27,248 ieOS3 ZOO 38,784 19,378 
2006-2007F 25,433 24,131 2.56 61,698 2,981 84,057 29,960 12,138 25,243 39,382 14,715 


(a) Crop year is August-July except corn and soybeans which are September-August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Totals excludes flaxseed due to data confidentiality. 


(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 
Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.1 CW, I/S Saskatoon); Canola (No. 1 Canada, WCE, cash, I/S 
Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* Canadian Wheat Board Pool Return Outlook — July 27, 2006 ** Canadian Wheat Board Pool Return Outlook — August 24, 2006 

P: Preliminary estimates 

F: Forecast: Agriculture and Agri-Food Canada --- September 1st, 2006 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2006-07, total Canadian production of pulse and special crops is estimated to decrease by 17%, from 2005-06, to 4.44 
million tonnes (Mt), based on Statistics Canada’s (STC) July 31 production estimates and AAFC forecasts where STC estimates 
were not available. STC’s survey was carried out from July 28 to August 6 and released on August 25, 2006. STC’s yield 
estimates are near trend levels, but lower than in 2005-06 for most crops, except higher for dry beans and sunflower seed. 
Crop abandonment is estimated to be lower than normal. Harvest progress is ahead of 2005-06 and ahead of normal, with most 
of the pee lentils and mustard seed already combined. Harvest is also underwa 


beans. 


is generally 


e buckwheat and sunflower seed harvests are expected to start in mid and 
expected to be normal, SS ena dry conditions during the remainder of the harvest period. 
low for unharvested fields due to the advanced stage of development. 


September 1, 2006 


y for chickpeas, canary seed and dr 
a 


te September, respectively. Quality is 
he risk of frost damage 


Total supply is expected to decrease by 12% to 5.89 Mt, as higher carry-in stocks offset some of the decrease in production. 
Exports, domestic use and carry-out stocks are forecast to decrease because of the lower supply. Average prices, over all types, 
grades and markets, are forecast to increase for dry peas, lentils, mustard seed, canary seed and sunflower seed, decrease for 
dry beans and chickpeas, and be the same for buckwheat. The stronger Canadian dollar, compared to the US dollar, is 
expected to have the largest impact on dry bean and sunflower seed prices, as Canadian prices for these crops are directly 
related to US prices. The main factors to watch are Canadian weather conditions, especially precipitation, during the 
remainder of the harvest period. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar 
and other currencies, ocean shipping rates and growing and harvest conditions in the major producing regions, especially the 
United States, Australia, India and Mexico. 


DRY PEAS 

For 2006-07, production and supply are 
estimated to decrease, as lower yields more 
than offset the 4% increase in seeded area. 
Production is expected to decrease for 
yellow, green and other types. World 
supply is forecast to decrease by 5% to 
11.45 Mt because of lower production and 
lower carry-in stocks. Canadian exports 
are forecast to decrease because of the 
lower Canadian supply. Carry-out stocks 
are forecast to decrease, with a stocks-to- 
use ratio (s/u) of 7%. The average price, 
over all types, grades and markets, is 
expected to rise from 2005-06 due to the 
lower supply. 


LENTILS 

For 2006-07, production and supply are 
estimated to decrease due to a 34% lower 
seeded area and lower yields. Production 
is expected to decrease sharply for large, 
medium and small green lentils, but 
increase for red lentils. Carry-in stocks are 
estimated to be high for green lentils, but 
low for red lentils. World supply is 
forecast to remain stable at 4.53 Mt. 
Canadian exports are expected to increase 
because of a higher supply of red lentils. 
Carry-out stocks are forecast to decrease, 
with a s/u of 43%. The average price is 
forecast to increase for green lentils, as the 
supply of green lentils decreases, but 
decrease for red lentils, as the supply of red 
lentils increases. Over all types and grades, 
the average price is forecast to increase. 


DRY BEANS 

For 2006-07, production and supply are 
estimated to increase, as a 13% lower 
seeded area is more than offset by lower 
abandonment and higher yields. 

Production is expected to increase for white 
pea, Great Northern, pinto and black beans, 
decrease for light and dark red kidney and 
cranberry beans, and remain stable for pink 


and small red beans. In the US, production 
is expected to fall by 17% to 0.99 Mt, while 
supply decreases by only 11% to 1.185 Mt 
due to higher carry-in stocks. Canadian 
exports are forecast to increase due to the 
higher supply and strong demand. Carry- 
out stocks are expected to increase, with a 
s/u of 10%. The average price, over all 
classes and grades, is forecast to decrease 
because of the higher Canadian supply, 
increased share of lower priced classes of 
beans in total production, and the stronger 
Canadian dollar. 


CHICKPEAS 

For 2006-07, production and supply are 
estimated to increase, as an 82% higher 
seeded area more than offsets lower yields. 
Production is expected to increase for all 
types, large kabuli, small kabuli and desi. 
World supply is expected to remain stable 
at 9.15 Mt, as an increase for the kabuli 
type is offset by a decrease for the desi 
type. Although Canadian exports are 
forecast to increase because of the higher 
supply, carry-out stocks are expected to 
rise, with a s/u of 16%. The average price, 
over all types and grades, is forecast to fall 
due to the higher world supply of the kabuli 
type, which accounts for about 87% of 
Canadian production, although the price of 
the desi type is forecast to increase. 


MUSTARD SEED 

For 2006-07, production and supply are 
estimated to decrease because of a 34% 
lower seeded area and lower yields. 
Production is expected to decrease for all 
types, yellow, brown and oriental. A 
significant portion of the carry-in stocks is 
estimated to be low quality seed. Exports 
are expected to rise due to higher demand 
and carry-out stocks are forecast to 
decrease sharply, with a s/u of 34%. The 
average price, over all types and grades, is 


expected to increase due to the lower 
supply. 


CANARY SEED 

For 2006-07, production and supply are 
estimated to decrease due to a 34% lower 
seeded area and lower yields. World 
supply is forecast to decrease by 19% to 
353,000 t. Canadian exports are expected 
to remain stable, while carry-out stocks 
decrease sharply, with a s/u of 45%. The 
average price is forecast to rise because of 
the lower supply. 


SUNFLOWER SEED 

For 2006-07, production and supply are 
estimated to increase as a 13% lower 
seeded area is more than offset by lower 
abandonment and higher yields. 
Production is expected to increase for both 
types, confectionery and oilseed. US 
supply is expected to decrease by 28% to 
1.38 Mt. Canadian exports are forecast to 
increase because of the higher supply and 
strong demand. Carry-out stocks are 
expected to remain stable, with a s/u of 
15%. The average price, over both types, is 
forecast to increase because of the lower 
total US and Canadian supply. 


BUCKWHEAT 

For 2006-07, Canadian production and 
supply are forecast to increase due to 
higher seeded area. The average price is 
expected to be the same as in 2005-06. 


FURTHER INFORMATION: 

Stan Skrypetz ................ (204) 983-8972 
Bama il iiicccceecesess skrypetzs@agr.gc.ca 

Fred Oleson, Chief ........ (204) 983-0807 
EPR AM Ge cacsacserassvesese olesonf@agr.gc.ca 

www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION September 1st, 2006 


Total 
Area Area Total Domestic Use Carry-out Average 
Grainand Seeded Harvested Yield Production Imports (b) Supply — Exports (b) (d) Stocks _ Price (e) 
Crop Year (a thousand ha tha + ----- == thousand metric tonnes--------------------------------- Sit 
Dry Peas 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 626 745 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 AS 
2004-2005 1,388 1,345 2.48 3,338 57 3,600 1,853 hike 595 35 
2005-2006p 1,366 1,319 SIS 3,100 80 SHS 2,500 975 300 120 
2006-2007f 1,420 1,394 2.00 2,784 100 3,184 2,000 984 200 115-145 
Lentils 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 367 ies 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006p 884 862 1.48 1,278 8 1hOon 650 Sill 570 230 
2006-2007f 587 583 1.34 784 10 1,364 700 254 410 235-265 
Dry Beans 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 2183 356 31 482 344 83 a1) 495 
2004-2005 163 126 1eZ5 220 28 303 278 20 5 650 
2005-2006p 197 175 1.85 324 SY/ 366 290 46 30 495 
2006-2007f 172 172 1.95 336 25 391 310 46 35 470-500 
Chickpeas 
2002-2003 221 154 1.01 156 i) 345 105 160 80 300 
2003-2004 63 63 1.08 68 2 150 74 51 PS, 330 
2004-2005 47 39 1}.6i 51 4 80 47 28 5 385 
2005-2006p 79 73 1.42 104 8 117 70 37 10 485 
2006-2007f 144 142 Has 163 5 178 110 43 25 415-445 
Mustard Seed 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005 Sal 304 1.01 306 1 399 119 86 194 295 
2005-2006p 2A2 206 0.98 201 1 396 135 86 175 265 
2006-2007f 140 132 0.89 118 1 294 140 79 75 = 285-315 
Canary Seed 
2002-2003 287 22, 0.78 176 0 206 160 26 20 575 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006p 190 186 22 227 0 397 180 32 185 195 
2006-2007f 1125 123 1.00 123 0 308 180 33 95 200-230 
Sunflower Seed 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006p 93 75 1.19 89 25 132 45 67 20 345 
2006-2007f 81 80 1.48 118 20 158 65 73 20 345-375 
Buckwheat 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 re) 9 Ait 10 1 14 5 7 2 355 
2004-2005 is) 7 0.71 5 1 8 4 4 0 355 
2005-2006p 7 6 1.38 8 1 9g 4 5 0 355) 
2006-2007f 10 9 1.00 9 1 10 5 5 0 340-370 
Total Pulse And Special Crops (c) 
2002-2003 3,036 2,399 1.16 2,788 130 3,627 1,734 1,235 658 
2003-2004 2,805 PLAT GY 1.35 3,680 81 4,419 2,488 1,422 509 
2004-2005 3,145 2,948 1.78 S237, 136 5,882 2,947 1,703 §232 
2005-2006p 3,028 2,902 1.84 5iSan 160 6,723 3,874 1,559 1,290 
2006-2007f 2,679 2,635 1.68 4,435 162 5,887 3,510 tele 860 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 

p: preliminary 

f: forecast, Agriculture and Agri-Food Canada, September 1st, 2006 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES September 5, 2006 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Rivieres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including du and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES August 21, 2006 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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OATS: SITUATION AND OUTLOOK 


Canada is the world’s largest exporter of oats and is expected to account for 70-80% of world oat exports in 
2006-2007. Oats represents about 6% of the production and exports of grains and oilseeds in Canada. The 
value of Canadian exports of oats and oat products increased to $224 million in 2005 from $192 million in 
2004. For 2006-2007, the production of oats in Canada increased by about 10% from 2005-2006. Canadian 
exports, predominantly to the United States (US) food market, are expected to increase to a record high. The 
average price of oats is expected to increase from 2005-2006, due to the strong demand for corn in the US 
related to the biofuel market. This issue of the Bi-weekly Bulletin examines the situation and outlook for oats. 
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Since 2000-2001, the world production of 
oats has stabilized at around 25 million 
tonnes (Mt) ending a 40 year decline in 
output resulting from the decline in on- 
farm feed usage following the wide- 
spread mechanization of farming. 


World food consumption of oats is 
increasing slowly as consumers 
worldwide recognize the benefits of whole 
grains in health and wellness. Oats have 
numerous health benefits, as they are a 
rich source of bran, fibre and contains the 
complex carbohydrate beta-glucan, which 
is used in the manufacture of health 
foods. This food demand is expected to 
continue growing as countries such as 
China, a potentially huge market, 
discover the health benefits of oats. 


The European Union (EU)-25 is the 
world’s largest oat producing region 
followed by Russia, Canada, the US, and 
Australia. Global oat trade continues to 
be dominated by US demand, distantly 
followed by Japan and Mexico. Canada 
is the largest exporter, followed by the 
EU-25 (particularly Finland and Sweden), 
and Australia. Although Russia produces 
20% of world production, it is not an 
important player in the export market as 
their oats are generally consumed 
domestically, or are of low quality and 
therefore not in demand. 


SITUATION AND OUTLOOK 2006-2007 


World production of oats is estimated by 
the United States Department of 
Agriculture (USDA) to increase to 23.9 Mt 
from 23.5 Mt in 2005-2006. This 


CANADA: OATS SUPPLY AND DISPOSITION 
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f: forecast, AAFC, October 2006 
Source: Statistics Canada 


compares to 50 Mt in the early 1960s 
when the demand for oats was 
significantly higher due to the number of 
horses which were dependent on oats. 
Trade is forecast to decrease to 2.1 Mt 
from 2.2 Mt last year. The United 

States (US) and Japan are expected to 
account for 84% and 3%, respectively, of 
world imports in 2006-2007. Canada and 
the EU-25 are expected to account for 
80% and 11%, respectively, of the export 
market share. World trade in oats has 
averaged 2.0 Mt over the last 10 years 
and, like production, is not expected to 
increase significantly. 


MAJOR IMPORTERS 


United States 

The US is the world’s largest importer of 
oats and the fourth largest oat producer. 
The majority of US imports are high 
quality oats from Canada and the 
Scandinavian countries, Finland and 
Sweden, in the EU-25, which mainly 
service the performance horse feed 
markets. Also, some of these imports are 
further processed in the US and then 
exported as value-added oat groats to 
Central and South America. 


US oat production is estimated to fall to a 
record low 1.36 Mt for 2006-2007, versus 
1.67 Mt produced in 2005-2006. The hot 
and extremely dry conditions across the 
US led to very poor quality oats in several 
of the major production states. US 
imports for 2006-2007 (October- 
September) are expected to be the same 
as 2005-2006 at 1.8 Mt, or about 80% of 


Canada 


world imports, versus 1.62 Mt in 2004- 
2005. About 70% of the oats produced in 
the US are used for on-farm feed. Only 
about 5% are used for milling purposes. 


US oat production has historically been 
disadvantaged by the US farm policy and 
by the relatively low yields compared to 
competing crops. For 2006, the loan rate 
is US$1.33 per bushel (/bu) (US$92/t) 
versus US$1.95/bu (US$77/t) for corn. 
However, due to the lower yields, support 
for oats is relatively low, i.e. US$82/ac 
for oats versus US$295/ac for corn, 
based on average yields over the 2003- 
2006 crop year period. Similarly, the loan 
rate on wheat of US$2.75/bu (US$101/t) 
provided about US$116/ac in support, 
significantly higher than oats. 


Japan 

For 2006-2007, Japan is forecast to 
import 70 thousand tonnes (kt) versus the 
10 year average of 80 kt. Oats are grown 
as a forage crop all over Japan, from 
Hokkaido, the northern-most island, to 
Kyushu, the southern-most island. Oats 
imported into Japan are used mainly for 
feed purposes. Imports from Canada for 
2006-2007 are forecast at 20 kt, similar to 
2005-2006 and 2004-2005. 


MAJOR EXPORTERS 


European Union 

The EU-25 is the largest oat producing 
region in the world, and second largest 
exporter. The majority of production and 
virtually all exports originate in Finland 
and Sweden. Production in other EU-25 
countries generally satisfies internal 
domestic demand. Oat production 
increased to 7.8 Mt from 7.4 Mt in 2005- 
2006, despite the hot and dry conditions 
in Scandinavia and across much of 


northern Europe. The 
United Kingdom may be 
the only major oat 
producing region in Europe 
to achieve near normal 
yields. 


Carry-in Stocks 
Production 
Total Supply 


Total Use 
Carry-out Stocks 


In general, oats from Finland 
and Sweden, Canada’s primary 
competitors, are exported into 
the southern US where they are 
consumed in the performance 
horse market. Production in 
Finland and Sweden was 1.1 Mt 
and 0.75 Mt, respectively, in 
2005-2006 and is expected to 
rise by 5% in 2006-2007. 
Exports from Scandinavia have been 
trending down since 1998-1999 as a 
result of: (a) higher returns for other crops 
and (b) lower demand in the US horse 
market resulting from the high oat prices 
relative to other feed grains. Due to low, 
weather-related, production in other 
member countries, the exportable surplus 
of oats available for the US from Finland 
and Sweden is expected to be historically 
low in 2006-2007. Consequently, EU 
exports (October-September) to the US 
for 2006-2007 are forecast by the USDA 
to remain historically low at 250 Kt. 


Trade 


EU Oat Export Subsidies 

EU-25 oat subsidies were introduced 
after Finland and Sweden joined the EU 
in 1995 because of the relative 
importance of the crop in those countries, 
and also to prevent oat acreage from 
being converted to barley production. 
Since barley qualifies for intervention, a 
larger surplus would result in costly 
intervention arrangements. Oats in the 
EU-25 are not supported by intervention 
prices or stocks. 


UNITED STATES: UTILIZATION OF OATS 


The major commercial US markets for oats are: 


local marketing year 


WORLD: OATS SUPPLY AND DISPOSITION 


2004 2005 
-2005 -2006 


3,677 
23,546 
27,223 


23,992 
3,231 
2,230 


29,306 
25,629 
3,677 
1,953 


f: forecast, USDA, October 2006 
Source: USDA 


The level of subsidies issued is inversely 
related to the Chicago Board of 

Trade (CBoT) price for oats. They are 
directly related to transportation costs, 
and the exchange rate. When world 
prices are low, a significant portion of the 
final selling price is represented by the 
subsidy. This is required to cover the 
costs of freight and foreign exchange, in 
order to be competitive in US markets. 


Average oat subsidies for 2005-2006 
were €20 (CAN$28.44) per tonne (/t) 
versus €4.59 (CAN$6.53)/t for barley. 
The disparity indicates the subsidization 
of freight and foreign exchange costs 
associated with transporting oats from the 
EU-25 to the US Gulf ports. Other 
factors, such as the intervention price of 
barley, can also have an effect. 


On June 29, 2006, the EU-25’s Cereal 
Management Committee approved 100 kt 
of oats from Finland and Sweden to be 
eligible for export refunds in the 2006- 
2007 crop year. The actual quantity of 
which subsidies will be awarded may be 
lower. For example, in 2005-2006, 104 kt 


(1) The milling market, which requires oats that meet stringent purity requirements, have good groat yield, uniformity, and colour 
(not stained). Grades normally desired are Nos. 1 and 2 Canadian Western (CW) Oats. 


(2) The performance feed market, mainly the southern US horse market, demands the highest quality oats. 


(3) The general feed market, mainly for beef cattle and horses is small relative to the market for barley and corn. This market is 
highly competitive with other feed grains, especially corn, since the market is quite price-responsive with a high degree of 
substitutability. The lowest value oats are generally sold in this market. 


(4) A specialty market for oats does exist, which includes organic, birdseed, and health food markets. In recent years a market for 


hulless oats (bred so the hulls fall away from the groat at harvest) has emerged due to the excellent food and feed value, but these 
oat varieties are usually grown under contract. 


US CORN AND OAT PRICES 
AND EU OAT SUBSIDIES (WEEKLY) 
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Source: Chicago Board of Trade and Intemational Grains Council 


was the eligible volume, but only about 
82 kt actually received refunds. To date, 
EU export subsidies on oats have been 
nil and are not expected to be significant 
for 2006-2007. 


CANADA 


Production is estimated to increase to 

3.8 Mt, from 3.4 Mt for 2005-2006 due to 
an 8% rise in seeded area and a return to 
normal abandonment rates. However, 
yields are expected to decline to 

2.52 tonnes per hectare (t/ha) versus 
2.59 t/ha from 2005-2006. Production in 
Manitoba recovered and increased by 
121% to 0.98 Mt due to higher seeded 


area, low abandonment and higher yields. 


Production in Saskatchewan increased 
slightly from last year to 1.7 Mt, 
while production in Alberta 
decreased by 27% to 0.6 Mt. 
The quality of the crop is 
expected to be normal in 
western Canada including 
Manitoba where the impact of 
the dry weather on quality is 
less severe than previously 
expected. Total supplies are 
expected to increase by 5%, as 
the higher production more than 
offsets the drop in carry-in 
stocks. 


directed to the Midwest feed market. The 
majority of exports go to Minnesota, 
Nebraska, and lowa. High quality, 
performance feed oats are also exported 
from eastern producing provinces to the 
eastern states of the US. 


Manitoba and Saskatchewan have 
controlled about 50% and 40% of the 
export market, respectively. Alberta has 
also played an important, although 
smaller, role in exports to the US. 
Exports to Japan, which averaged about 
20 kt over the last 10 years, are usually 
filled by Alberta’s oats due to its proximity 
to the West Coast. 


CANADA: OATS SUPPLY AND DISPOSITION 


crop year 
August-July 
Seeded Area (kha) 
Harvested Area (kha) 
Yield (t/ha) 


-2006 


1,853 
1,326 
2.09 


Carry-in Stocks 
Production 
Imports 

Total Supply 


Food & Industrial Use 


Exports (including products) are 
projected to rise to 1.90 Mt from 
1.88 Mt in 2005-2006 on 
support from strong US 
demand. Exports of processed 
oats have increased in recent 
years. Imports of Canadian 
oats satisfies most of US 

food (milling) import demand, 
with a small portion sometimes 


Feed, Waste & Dockage 
Seed and Other Use 
Total Domestic Use 


Exports (includes products) 


Carry-out Stocks 


US No.2 Heavy, nearby 
CBoT (US$/t) 


f: forecast, AAFC, October 2006 
Source: Statistics Canada 


Prices 

For 2006-2007, CBoT prices for nearby 
oat futures are forecast to increase from 
2005-2006 to CAN$150/t. The premium 
for oats over corn is expected to 
decrease. The premium for high quality 
oats is expected to increase. Additional 
support for prices is provided by 
historically low exports from Scandinavia 
and high US corn prices, related to rising 
ethanol production. 


OUTLOOK 


For 2007-2008, world production of oats 
is expected to increase slightly as lower 
production in the US is more than offset 
by higher production in the EU-25, 
Canada and Australia. In the US, farmers 
are expected to shift some area out of 
oats into corn and wheat because of the 
strong demand for biofuel. Consequently, 
US production is expected to decrease 
causing the import demand for Canadian 
food oats to rise. Consequently, 
Canadian exports of oats to the 
Minnesota/Wisconsin and South Eastern 
regions of the US are expected to rise 
slightly. In the EU-25, production is 
expected to increase due to higher yields 
as growing conditions return to normal. 
EU oat exports are expected to increase 
slightly but it is not expected to be an 
aggressive user of export subsidies. 


In Canada, area seeded to oats is 
expected to increase due to high prices. 
Oat production is expected to increase 
slightly due to higher area harvested and 
yields, assuming normal 
weather and growing 
conditions. The total supply of 
oats in Canada is expected to 
rise as higher carry-in stocks 
supplement the increased 
output. Domestic consumption 
of oats is expected to rise as a 
result of higher feeding and 
food and industrial use. 
Exports are expected to decline 
slightly resulting in carry-out 
stocks remaining unchanged 
from the previous crop year. 
The price of oats is expected to 
remain strong. 


Over the medium-term, prices 
are expected to rise on support 
from the rapidly expanding 
biofuels market. This will place 
further, continuous demand on 
corn, leading to a bullish 
outlook for corn, and hence oat, 
prices. 


SASKATCHEWAN OAT CHECK-OFF PROGRAM 


The Government of Saskatchewan, at the industry’s request, has established the producer-directed Saskatchewan Oat Development 
Commission (SODC). The Commission’s function is to increase the profitability of producers through market development, improved 
production practices, support for research on improved varieties. The SODC will be financed through a mandatory refundable check- 


off at the point of sale, set at $0.50/t, and is expected to generate approximately $350,000 per year. The check-off will be applied to 
all oats grown in Saskatchewan, excluding those grown for on-farm use. However, producers may request a refund twice per year. 
The check-off program started on August 1, 2006. The same program has been proposed in Manitoba but, on two occasions, 
producer support narrowly failed to reach the 60% approval rate required in Manitoba. Alberta has not instituted a check-off program 


to date. 


Research and Funding 

In 1996, millers and seed companies 
formed the Prairie Oat Breeding 
Consortium in partnership with Agriculture 
and Agri-Food Canada (AAFC). A joint 
federal-private sector oat breeding and 
development program was set up in 
Winnipeg. It is, however, dependent on 
federal infrastructure, facilities and oat 
experts, with some funding from private 
sector professionals. 


The consortium’s goal is to contribute to 
the stability and competitiveness of oat 
production in Canada, hitherto 
accomplished by the development and 
release of oat varieties that are adapted 
to the Canadian prairies, and that 
possess the processing and nutritional 
requirements desired by the industry and 
consumers. Other organizations, such as 
the Prairie Oat Growers’ Association 
(POGA), a farmer association, are 
similarly dedicated to oats, but promote 
profitable production via education. 


Funding for oat research by the USDA is 
higher than AAFC funding, which ranges 
between CAN$1.0-1.5 million per year. 
Public funding for crop research in 
general has been declining, with 
contributions specifically towards oat 
research declining more rapidly. 


Over the last four years, the complement 
of oat-specific breeders has been 
reduced from four (federal) positions to 
two positions, one located at the Cereal 
Research Centre (CRC) in Winnipeg, the 
only federal oat breeding initiative left in 
western Canada. The other is located at 
the Eastern Cereal and Oilseeds 
Research Centre (ECORC) in Ottawa. 
The Cereal Development Centre (CDC) 
at the University of Saskatchewan is a 


provincial initiative but also conducts 
research on barley. The new oat check- 
off program in Saskatchewan will likely 
prove to be beneficial to the CDC in the 
future. 


In eastern Canada, there is currently one 
oat breeder for AAFC located in Ottawa. 
The primary objective of this facility is to 
develop higher yielding, disease resistant 
varieties for all the eastern provinces. 


Hands-on private sector oat breeding is 
limited, but there is significant 
involvement in private sector funding 
towards oat research. Overall, 80% of 
agricultural research and development 
in Canada is performed in universities or 
in government facilities. 


The most important attribute of eastern 
prairie adapted varieties is resistance to 
Stem, Leaf, or Crown rust, the most 
important diseases causing significant 
losses in oat production in western 
Canada. These diseases evolve over 
time into new, more virulent strains that 
can overcome the rust-resistance of 
present cultivars, requiring continuous, 
dynamic research to produce new rust- 
resistant varieties. Successful 
production in western Canada continues 
to depend on, and result from, the use 
and development of these varieties, that 
possess and surpass market-specific 
requirements. 


The consortium-AAFC partnership and 
the continuation of progressive oat 
research, is highly advantageous to 
producers because it provides a 
consistent, high quality, and therefore 
high demand, oat for farmers to produce 
and market. 


For more information, please contact: 


Aamir Asgarali, 
Junior Market Analyst 
Phone: (204) 984-7375 

E mail: asgaralia@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2006-07, the production of grains and oilseeds in Canada is estimated to decrease by 7% from 2005-06 to 62.3 million tonnes 
(Mt), slightly above the 10-year average of 60 Mt, based on Statistics Canada’s (STC) “September Estimate of Production of Principal 
Field Crops”. Yields are generally estimated to be near trend levels, although below 2005-06. Harvest in western Canada is nearly 
complete, well ahead of normal. All crops are expected to have a better than normal grade distribution. In western Canada, 
production has decreased by 9%, to 46.3 Mt due to lower yields. In eastern Canada, production is marginally above last year at 


16.0 Mt. 


October 12, 2006 


Total supply of grains and oilseeds in Canada for 2006-07 is forecast to decrease by 1% from 2005-06, as the lower production more 
than offsets higher carry-in stocks. Exports are forecast to increase by 9%, mainly because of higher wheat exports. Total domestic 
use is expected to rise, partly due to increased use of corn and wheat for ethanol production. Carry-out stocks are expected to fall by 
25%, with declines expected for all crops except for oats, flaxseed and soybeans. Canadian_prices in for all crops will continue to be 
pressured by the strong Canadian dollar but are expected to be higher than in 2005-06, except for flaxseed and soybeans. The major 
factors to watch are: southern hemisphere crop development, the biofuel market, ocean freight rates and exchange rates. 


DURUM WHEAT 

For 2006-07, production has fallen by 40% 
from 2005-06, to 3.5 Mt, the lowest since 
2001-02, as a result of lower seeded area and 
yields. The lower production is partly offset 
by the record 3.3 Mt carry-in stocks. Supply 
is down by 19%, but it remains above the 10- 
year average of 6.5 Mt. Exports are forecast 
to decrease by 9% due to lower demand from 
North Africa and the EU, which will be only 
partly offset by increased exports to the US. 
Carry-out stocks are forecast to fall by 39% 
to the 10-year average of 2.0 Mt. The 
Canadian Wheat Board (CWB) Pool Return 
Outlook (PRO) for durum was raised on 
Sept. 28 due to tighter North American 
supply estimates. No.1 CWAD 11.5% 
returns are now expected to be $16/t higher 
than for 2005-06, and close to those for No.1 
CWRS 11.5%. 


WHEAT (excluding durum) 

Production has risen by 9% to 22.8 Mt, due 
to increased area. Supply is up by 11% to 
29.2 Mt, 4 Mt above the 10-year average. 
The increased production is mainly due to the 
record 2.7 Mt Ontario crop, with western 
production up by 5%. Over 90% of the 
CWRS crop grades No.2 or better, with 
protein content higher than the previous 2 
years. Exports are forecast to increase by 
35%, due to improved CWRS quality, record 
Ontario production and reduced export 
competition. Domestic use is forecast to rise 
slightly, with increased industrial use for 
ethanol production partly offset by lower 
feed use. Carry-out stocks are forecast to fall 
below the 10-year average of 5.5 Mt. The 
CWB PRO is above 2005-06 for all classes 
and grades, although it was lowered for high 
protein CWRS wheat and raised for lower 
quality wheat on Sept. 28. The larger than 
expected production and above-average 
quality of the North American spring wheat 
crop has pressured quality/protein premiums. 


BARLEY 

Production has fallen by 20%, due to lower 
area and yields, with supply down by 16%. 
Exports are forecast to fall by 28%, with 
higher malting barley exports only partly 
offsetting lower exports of feed barley. 
Despite lower exports and domestic use, 
ending stocks are forecast to fall sharply. The 
average off-Board feed barley price is 
projected to rise by $20/t. The CWB PRO for 
No. 1 CW feed barley for Pool A is $142/t, 
vs. $131/t for 2005-06 Pool B. The PRO for 
SS2R malting barley is $189/t vs. $171/t for 
2005-06, due to lower exportable supplies 
from major competitors and strong import 
demand from the US. 


CORN 

Production has fallen by 7%, due to lower 
yields. Domestic supply has decreased by 
4%, as larger carry-in stocks partially offset 
the lower production. Imports are forecast to 
rise sharply, due to strong demand for 
ethanol production and animal feed. Carry- 
out stocks are forecast to drop by 30%. The 
average Chatham price is forecast to rise by 
15% due to higher US prices and lower 
domestic supplies. 


OATS 

Production has risen by 10%, mainly due to a 
larger area. Supply has increased by 5%, as 
lower carry-in stocks partly offset the higher 
production. Exports are forecast to rise 
slightly, as a result of stronger US import 
demand and less competition from the EU. 
Feed use and carry-out stocks are expected to 
rise. The average Chicago Board of Trade 
nearby futures price is forecast to increase 
slightly. The price premium of oats over 
corn is expected to be lower than in 2005-06. 


CANOLA 

Production has decreased by 12%, largely 
because of lower yields. This is partly offset 
by burdensome carry-in stocks and as a result 
supply will remain historically high. Exports 
are forecast to fall marginally from the 2005- 
06 record to 5.2 Mt. Domestic crush is 
forecast to increase slightly, following the 


expansion of some processing plants, with 
many of the recently announced plants not 
expected to begin operations until 2007-08. 
Carry-out stocks are forecast to fall sharply, 
but will remain significantly above the 10- 
year average. Prices are expected to rise from 
the low level of 2005-06, but remain under 
pressure from low US soybean prices. 


FLAXSEED (excluding solin) 

Production has fallen by 11% as lower yields 
more than offset higher harvested area. 
However, supply has increased sharply as the 
decrease in production was more than offset 
by large carry-in stocks. Exports are 
expected to increase slightly, with carry-out 
stocks forecast to rise to a burdensome 

0.5 Mt, vs. the 10-year average of 0.2 Mt. As 
a result, prices are forecast to decline. 


SOYBEANS 

Production has risen by 4% due to higher 
area. Domestic supply has increased by 10% 
due to higher production and carry-in stocks. 
As aresult, imports are projected to fall by 
56%. Exports are forecast to increase to a 
record high on the strength of market 
development efforts for edible soybeans. 
Domestic crush is expected to increase 
slightly. Prices are forecast to decline under 
pressure from higher carry-out stocks and 
lower US soybean prices. 


FURTHER INFORMATION: 

Wheat ....Glenn Lennox (204) 983 8465 
Pema eee Breese oe lennoxg@agr.gc.ca 
Coarse Grains..Joe Wang (204) .983 8461 
EWAN ee ere eaccoras wangjz@agr.gc.ca 
Oilseeds...Bobby Morgan.......... 984-0680 
| 569121 11 eaten aetna morganb@agr.gc.ca 
Bred Oleson Cie ties. crac 983-0807 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION October 12, 2006 


Food & Feed, Total 


Area Area Total Industrial Waste & Domestic Carry-out 


Grain and Seeded Harvested Yield Production Imports (b) Supply Exports(c) Use(e) Dockage Use (d) 
Crop Year (a thousand ha tha 


Durum 

2004-2005 2,230 2,141 ESe, 4,962 1 6,752 3,218 254 570 1,047 
2005-2006 2,341 2,297 2.58 5,915 1 8,402 4,269 Zoe 451 867 
2006-2007F 1,724 1,700 2.08 3,538 1 6,805 3,900 Zoo 460 905 
Wheat Except Durum 

2004-2005 8,169 UM PLT 20,898 le 25,203 11,593 2,845 4,525 8,175 
2005-2006 oS 7,530 PTET 20,860 23 26,318 11,498 2,797 4,648 8,343 
2006-2007F 8,953 8,850 PAST / 22M Ou 19 29,247 15,500 3,200 4,295 8,347 
All Wheat 

2004-2005 10,399 9,862 2.62 25,860 14 SilPODO 14,812 3,099 5,095 9,221 
2005-2006 10,094 9,826 PoohE 20,019 23 34,720 15,768 3,049 5,099 9,209 
2006-2007F 10,677 10,550 2.49 26,289 20 36,052 19,400 3,455 4,755 9,252 
Barley 

2004-2005 4,678 4,050 3.26 13,186 83 Some 1,863 268 9,417 10,073 
2005-2006 4,440 3,889 6) 21 12,481 46 15,962 2,973 155 9,204 9,700 
2006-2007F 3,871 3,408 2.94 10,011 40 13,340 2,150 260 8,915 9,590 
Corn 

2004-2005 1,185 1,072 8.24 8,837 2,419 12,399 229 2,395 7,961 10,368 
2005-2006 1,124 1,096 8.63 9,461 1,906 13,168 281 2,220 8,654 10,886 
2006-2007F 112 1,100 8.02 8,823 2,600 13,424 200 3,000 8,809 11,824 
Oats 

2004-2005 1,995 Aron 2.80 3,683 26 4,497 1,675 118 1,574 1,848 
2005-2006 1,853 1,326 2.59 3,432 20 4,427 1,877 80 1,431 1,678 
2006-2007F 2,002 1,498 2.52 3,782 15 4,669 1,900 100 1,498 1,769 
Rye 

2004-2005 284 165 253 418 1 462 122 48 145 210 
2005-2006 226 148 2.42 359 1 490 123 48 132 197 
2006-2007F 151 144 PD eX 335 1 506 110 48 191 256 
Mixed Grains 

2004-2005 220 111 2.87 318 0 318 0 0 318 318 
2005-2006 209 109 2.78 303 0 303 0 0 303 303 
2006-2007F 230 110 2.87 316 0 316 0 0 316 316 
Total Coarse Grains 

2004-2005 8,362 6,713 3.94 26,442 2,528 33,046 3,889 2,828 19,414 22,817 
2005-2006 7,852 6,568 3.96 26,036 1,973 34,350 5.255 2,503 19,723 22,764 
2006-2007F els 6,260 SUE 23,267 2,656 32,254 4,360 3,408 19,728 23,754 
Canola 

2004-2005 5,319 4,938 1.57 7,728 108 8,444 3,412 3,031 SD 3,446 
2005-2006 5,491 5,283 1.83 9,660 140 11,386 5,412 3,423 492 3,956 
2006-2007F 5,324 5,259 1.61 8,485 150 10,654 5,200 3,450 409 3,904 
Flaxseed 

2004-2005 728 528 0.98 517 39 648 468 n/a n/a 157 
2005-2006 842 803 1e35 1,082 38 1,144 537 n/a n/a 271 
2006-2007F 838 829 1.16 959 20 1 Sue 550 n/a n/a 265 
Soybeans 

2004-2005 1,229 1,178 2.59 3,048 393 3,581 UWE 1,610 457 2,190 
2005-2006 1,176 1,169 2.70 Sal6 339 3,770 1,326 1,493 327 1,949 
2006-2007F 1,240 1,232 2.67 3,293 150 3,938 1,350 1,550 338 1,988 
Total Oilseeds 

2004-2005 PAL 6,643 1.70 11,293 540 12,674 5,002 n/a n/a 5,792 
2005-2006 7,510 1-255 1.92 13,904 516 16,300 7,274 n/a n/a 6,176 
2006-2007F 7,402 7,320 1.74 Zo 320 15,907 7,100 n/a n/a 6,157 
Total Grains And Oilseeds 

2004-2005 26,038 23,219 2.74 63,596 3,082 77,675 23,702 n/a n/a 37,830 
2005-2006 25,456 23,650 2.82 66,715 PAL 85,370 28,296 n/a n/a 38,149 
2006-2007F 25,454 24,130 2.58 62,293 2,996 84,213 30,860 n/a n/a 39,163 


(a) Crop year is August-July except corn and soybeans which are September-August. 
(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 
(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 


Stocks 
--—-—-—----------—-—----—-——-thousand metric tonnes-—--—---—---—--—---—---—--—---—-—-— 


6,341 
6,331 
4,140 


1,587 
2,019 
1,550 


24 
336 
500 


270 
495 
600 


1,880 
2,850 
2,650 


16,143 
18,924 
14,190 


(e) Soybean food and industrial use is based on data from the Canadian Oilseed Processors Association. Totals excludes flaxseed due to data confidentiality. 


(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, cash, I/S 


Average 
Price (f) 


$/t 


201 
181* 
197" 


190 
181* 
198* 


112 
110 
120-140 


96 
100-120 


131 
144 
140-160 


68 
81 
85-105 


309 
278 
285-315 


n/a 
276 
245-285 


248 
220 
185-225 


Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.1 CW, I/S Saskatoon); Canola (No. 1 Canada, WCE, cash, I/S 


Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 
* Canadian Wheat Board Pool Return Outlook — September 28, 2006 

F: Forecast: Agriculture and Agri-Food Canada ---- October 12, 2006 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2006-07, total Canadian production of pulse and special crops is estimated to decrease by 19%, from 2005-06, to 4.3 million 
tonnes (Mt), based on Statistics Canada’s (STC) September production estimates and AAFC forecasts where STC estimates 
were not available. Estimated yields are lower than trend for dry peas, lentils, chickpeas mustard seed, canary seed and 
buckwheat, but higher for dry beans and sunflower seed. Crop abandonment is estimated to be lower than normal. Harvest 
progress is ahead of 2005-06 and ahead of normal, with combining generally complete, except for dry beans in eastern Canada 
and canary seed, sunflower seed and buckwheat in western Canada. Quality is expected to be, in general, normal to higher 
than normal. The risk of frost damage is low for unharvested fields due to the advanced stage of development. 


October 12, 2006 


Total supply is estimated to decrease by 13% to 5.85 Mt, as higher carry-in stocks partly offset the decrease in production. 
Exports and carry-out stocks are forecast to decrease because of the lower supply, while domestic use increases slightly. 
Average prices, over all types, grades and markets, are forecast to increase for dry peas, lentils, mustard seed, canary seed and 
sunflower seed, decrease for dry beans and chickpeas, and be the same for buckwheat. The stronger Canadian dollar, 
compared to the US dollar, is expected to have the largest impact on dry bean and sunflower seed prices, as Canadian prices 
for these crops are directly related to US prices. The main factors to watch are Canadian weather conditions, especially 
precipitation, during the remainder of the harvest period. Other factors to watch are the exchange rates of the Canadian 
dollar against the US dollar and other currencies, ocean shipping rates and growing and harvest conditions in other major 
producing countries, especially the United States, Australia, India and Mexico. 


DRY PEAS 

For 2006-07, production and supply are 
estimated to decrease, as lower yields 
more than offset the 4% increase in seeded 
area. Production is expected to decrease 
for yellow, green and other types. World 
supply is forecast to decrease by 6% to 
11.5 Mt because of lower production and 
lower carry-in stocks. Canadian exports 
are forecast to decrease because of the 
lower Canadian supply and lower demand 
in EU feed markets. Carry-out stocks are 
forecast to decrease, with a stocks-to-use 
ratio (s/u) of 10%. The average price, 
over all types, grades and markets, is 
expected to rise from 2005-06 due to the 
lower supply. 


LENTILS 

For 2006-07, production and supply are 
estimated to decrease due to a 34% lower 
seeded area and lower yields. Production 
is expected to decrease sharply for large, 
medium and small green lentils, but 
increase for red lentils. Carry-in stocks 
are estimated to be high for green lentils, 
but low for red lentils. World supply is 
forecast to decrease by 6% to 4.31 Mt. 
Canadian exports are expected to increase 
because of a higher supply of red lentils 
and lower production in some competing 
countries. Carry-out stocks are forecast to 
decrease, with a s/u of 15%. The average 
price is forecast to increase for green 
lentils, as the world supply of green lentils 
decreases, but remain stable for red 
lentils, in line with the relatively stable 
world supply of red lentils. Over all types 
and grades, the average price is forecast to 
increase. 


DRY BEANS 

For 2006-07, production and supply are 
estimated to increase, as an 11% lower 
seeded area is more than offset by lower 
abandonment and higher yields. 
Production is expected to increase for 
white pea, Great Northern, pinto and black 
beans, decrease for light and dark red 


kidney and cranberry beans, and remain 
stable for pink and small red beans. In the 
US, production is expected to fall by 15% 
to 1.01 Mt, while supply decreases by 
only 11% to 1.185 Mt due to higher carry- 
in stocks. Canadian exports are forecast 
to increase due to the higher supply and 
strong demand. Carry-out stocks are 
expected to increase, with a s/u of 12%. 
The average price, over all classes and 
grades, is forecast to decrease because of 
the higher Canadian supply, increased 
share of lower priced classes of beans in 
total production, and the stronger 
Canadian dollar. 


CHICKPEAS 

For 2006-07, production and supply are 
estimated to increase, as an 82% higher 
seeded area more than offsets lower 
yields. Production is expected to increase 
for all types, large kabuli, small kabuli 
and desi. World supply is expected to 
remain stable at 9.1 Mt, as an increase for 
the kabuli type is offset by a decrease for 
the desi type. Although Canadian exports 
are forecast to increase because of the 
higher supply, carry-out stocks are 
expected to rise, with a s/u of 14%. The 
average price, over all types and grades, is 
forecast to fall due to the higher world 
supply of the kabuli type, which accounts 
for about 87% of Canadian production, 
although the price of the desi type is 
forecast to increase. 


MUSTARD SEED 

For 2006-07, production and supply are 
estimated to decrease because of a 34% 
lower seeded area and lower yields. 
Production is expected to decrease for all 
types, yellow, brown and oriental. A 
significant portion of the carry-in stocks is 
estimated to be low quality seed. Exports 
are expected to rise slightly due to higher 
demand and carry-out stocks are forecast 
to decrease sharply, with a s/u of 51%. 


The average price, over all types and 
grades, is expected to increase due to the 
lower supply. 


CANARY SEED 

For 2006-07, production and supply are 
estimated to decrease due to a 34% lower 
seeded area and lower yields. World 
supply is forecast to decrease by 20% to 
348,000 t. Canadian exports are expected 
to decrease slightly because of higher 
prices, while carry-out stocks decrease 
sharply, with a s/u of 52%. The average 
price is forecast to rise because of the 
lower supply. 


SUNFLOWER SEED 

For 2006-07, production and supply are 
estimated to increase as a 13% lower 
seeded area is more than offset by lower 
abandonment and higher yields. 
Production is expected to increase for both 
types, confectionery and oilseed. US 
supply is expected to decrease by 29% to 
1.39 Mt. Canadian exports are forecast to 
increase because of the higher supply and 
strong demand. Carry-out stocks are 
expected to increase, with a s/u of 22%. 
The average price, over both types, is 
forecast to increase because of the lower 
total US and Canadian supply. 


BUCKWHEAT 

For 2006-07, Canadian production and 
supply are forecast to remain stable, as a 
higher seeded area is offset by lower 
yields. The average price is expected to 
be the same as in 2005-06. 


FURTHER INFORMATION: 


Stan Skrypetz ................ (204) 983-8972 
Frail Wore cctesoss sess skrypetzs@agr.gc.ca 
Fred Oleson, Chief ........ (204) 983-0807 
BTA es cer erectesosctt ss olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION October 12, 2006 


Total 
Area Area Total Domestic | Carry-out Average 
Grainand Seeded Harvested Yield Production Imports (b) Supply Exports (b) Use (d) Stocks Price (e) 
Crop Year (a thousand ha tha _ -------------------------------- thousand metric tonnes--------------------------------- Sit 


Dry Peas 

2002-2003 1,297 1,050 1.30 12365 41 1,681 626 745 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005 1,388 1,345 2.48 3,338 57 3,600 1,853 1,1 595 135 
2005-2006 1,366 1,319 2235 3,100 75 3,770 2,566 724 480 120 
2006-2007f 1,420 1,386 1.99 ZaTOS 80 Sails 2,200 813 300 120-150 
Lentils 

2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 367 AS 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006 884 862 1.48 1,278 8 EOS 669 387 475 230 
2006-2007f 587 571 1.18 673 10 1,158 710 298 150 260-290 
Dry Beans 

2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 PANS) 356 31 482 344 83 55 495 
2004-2005 163 126 1e75 220 28 303 278 20 5 650 
2005-2006 197 175 1.85 324 39 368 284 49 35 495 
2006-2007f 176 176 2.01 353 25 413 ono 53 45 465-495 
Chickpeas 

2002-2003 221 154 1.01 156 9 345 105 160 80 300 
2003-2004 63 63 1.08 68 2 150 74 on 25 330 
2004-2005 47 39 lesa 51 4 80 47 28 5 385 
2005-2006 79 73 1.42 104 7 116 64 42 10 490 
2006-2007f 144 142 1.06 150 5 165 100 45 20 460-490 
Mustard Seed 

2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005 Sil 7 304 1.01 306 1 399 119 86 194 295 
2005-2006 212 206 0.98 201 0 395 133 72 190 265 
2006-2007f 140 132 0.91 120 1 311 135 71 105 290-320 
Canary Seed 

2002-2003 287 227 0.78 176 0 206 160 26 20 S15 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 Sif 168 230 
2005-2006 190 186 {| 22 227 0 395 185 20 190 195 
2006-2007f 125 123 0.96 118 0 308 180 23 105 215-245 
Sunflower Seed 

2002-2003 100 95 1.65 157 21 200 105 60 30) 440 
2003-2004 119 HS 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006 93 io) 1.19 89 26 133 46 60 27 345 
2006-2007f 81 74 1.65 122 20 169 75 64 30 345-375 
Buckwheat 

2002-2003 12 12 1.00 2 1 16 6 it 3 340 
2003-2004 9 9 peli 10 1 14 5 u 2 355 
2004-2005 9 7 0.71 5 1 8 4 4 0 355 
2005-2006 U 6 1233 8 1 9 4 5 0 355 
2006-2007f 10 fe) 0.89 8 1 9 4 5 0 340-370 
Total Pulse And Special Crops (c) 

2002-2003 3,036 2,399 1.16 2,788 130 3,627 1,734 1,235 658 

2003-2004 2,805 2 EP 1.35 3,680 81 4,419 2,488 1,422 509 

2004-2005 3,145 2,948 1.78 SV P2eY/ 136 5,882 2,947 1,705 1,230 
2005-2006 3,028 2,902 1.84 Dost 156 6,717 3,951 1,359 1,407 
2006-2007f 2,683 2,613 1.64 4,297 142 5,846 3,719 Aoi od 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 

f: forecast, Agriculture and Agri-Food Canada, October 12, 2006 


Source: Statistics Canada and industry consultations. 


MOE SIO (6) (HOM OOH YSe_ - Siseg) Aapeg a way (g) AdTeA JoseLy (Z) [RI YSty BULLIOH (9) UlEI0Ig %O9 TRAN USHA (S) WlDIOIG %EO SLO ISOM WIOY [LIT YSTA (p) WOD SA (Ee) C#IO EF WIOD UBIpeURD (7) SUA OE IOUAA (1) 


UIDOI Y%IZ Poe UIINIH “Ul9}O1g %9 [es UdIN[H “[RoU SULUOY JO/pue Ysy d}TYM "RIP YST] “UINIOIG %SE JO PlepUue}S WINUTTUTUT UO poseg [Ro BJOURD “Uld}O1g % gp [RII URaqQAOS 
‘WIOD MOT[PA SN €'ON “WOD MOTO, epeueD ZON ‘Aopieg W9}seq JO UWID}SOM\ BPRURD [ON ‘SIRO P24 “JOY A\ POd.] Wo}sey 10 W9}soA\ ‘ore ( polpioods asIMIJOYJO SsoyuN) sopeIs UIeID 
‘syuopuodsos AdAINS UO poseq dUUO} LOU Jod sIe][Op uRIPeURD UI sooLId [[y ‘sa]0Uj004 


d|qe[IBAv JOU = W/N 89'S -1SEMVIQUINOP VU PZSS-€86 (FOZ) :XBA_ TSSO-€86 (FOZ) :euoYydajay YAO [eNsHeIg equINog 9Apuy :39e}U0D 
900Z/€T 1940190 a"P Burso[D LIEVTISNVO =00° ISSN ISO] JOYABU (YD AA) WuKYyoxy AVpouWOD soadiuurAA 9y} UO poseq oe sadid Avg A9puNYyL fepeuRD pooy-usy pue sinjpndusy “uOISIAIG SISA[BUY JOyYABIA :99.1N0G 


Loe IE ee a ee eee ee Be ee ee Be ee ee ee 
ae eS a a a a ee Be Ee a a ee ee ee 
eae kD ie SOUS Ee ae ee ee Ee ee ee ee ee ee ee 
(ites Jeo st Ji) Be eee ee ee i ee ee Eee eee ee eee 
JUS ie ee 2S a ee ee Ee a Be Ee ee 


peeeeenet | nerd Gil Gaenity aie ete | see ie rat lee 1 | pecet ores | ae =| 00261 lamer am lemme cr eano 

SN Yd YE ea STA eo 
[coos | ooze | | wn | vn | oeey | vin ooosr| eeee | scan | or ose | aoa | ooer |oosri fovea loossr| | 900 v1 =a0Mo] ae 
ERAN doa ed ea CTT MEN Saleen Ta Tos Lee eT 
eee etree Pe ecomoucrilinagrs|trs | teesi) tt |i. ie) a [> | ts les © [ee 2] ee a eRe mone urea NO 
(ep core renee dP eee ci 
[Jae oe DS SY MC es ae ae NO 
Pee p= Spee aeons ead de ee ee fe orleans ee ee ar 
eee bane NEN A00 oS 00rd eee | | oo fe ee | | fe | es Je a me one oR eoNO NO 
COEDS SE CCC SR nese es cs Een Rc ee ee eerie al 
Ce mH md TC ae NO 
CO EES SES See als ie ae ee ee oe ape el 
een erent] wT eyes |e Pale) 2 |< tals s soleevn, [rocces [a |4 so) 3-aur| = sa) ci ia mae Reon Clemo NO 
pens Serene [oenad Ween for yee es tats F(t al: ta [tov eosees | lla hae Sle SIN Seay oer | meee 
cD SUE kM OY ET LC Cs Se LN ae oC NO 
mooescra| noses |) P| EYNGlewN || s00cly | > joowoz|. «iP eos | | WIN 90a oT a0 

co dense dee eal Peal ER EY ER CO FT EE GS EAE 
bd elds cc WB RE RN CE 7 Te 

eee ere org rr ra|rrss|6 st lie) |i. [11 [coher s ©] Ponds © whooozs|on00c| cous) 1 leone oEnamo 

open ere wl eerees enlos) est) se taps) 1) | = +2 | [2 21) 00ers] 00 002 ooeeL |i malne-ul ome armenso 

eee een eae Pr aaleres erst re) tec [seal al al eel eere |e sn [s | mom [pea lessen|erometr muna 

eee (euerere ern Sern eer re| Se oer ere ee Oe ee | 2 |e [emienieon 00] owe lermaenO 

een wees (Sete Sassi |. sa eee) 1. ell. ss 1) mb] S085 ©) G0ur | SWINE [OOD [ass a ae eeneRO 

a os Ce wT DY BE ER ae oe 

ooose_ | | | | | oosts[oszr [oossz| [| wn | oozez | | ooser|oorz [ooorr|ooes:| | 900 01 >a0R0 

ooose_ | | |__| | oosis_}ogzitt [oossz] | wn | oo0rz | | o'0s1 | oo'zzt oo0vr |oszsr| dO] 9002 91 BA0RO 

Foose | _josezr| | | oovcy | wn ooo] | wn | oo0sz | | on 0m | on'sor [ooo [oswir] | 900 018000 

Foose | joosri| | | oo0cy | wn ooos| | wn | ooese_| | 00091 | os zit |oozar [ose | dO] 9007 9184000 

ooze | ‘| || | covey | ooosor foooss{ | | ogsvz | | ooesr [over | wn [ootr| | 900 orsa0%0] av 

Sr ee PP PE ee ere aL aca 

oosee | | || | ooozs_[ oszes | | 000) | oom | ossre | |ost91 [over | wn [ooosr| | saz or-sa0n0} () @ 5a 

[oosee_ | | |_| | ooozs_[oszee |__| one | oseor | oovez | | szzer | ovat | wn [00061 | dO] 9002 929000 feanooueA 
YaHLva4 AH3G qgaa4 |NaLn19 |N3LNI9 | IWWINY Hsi4__ | LvaW | -TIW | WIONVO aie [este | cas lames |e ey [cea ER\ENEFEN een | 


9002 ‘91 49q0}90 SLNIOd G4AL94 74S LV SLNAIGAYONI Ga34 WINE AO AOId ONITIAS “V 


PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES October 16, 2006 


Price Basis October 16, 2006 October 2, 2006 September 18, 2006 October 17, 2005 
(RR To) =o) ee) Ee ee ed ee ee ee eee | Se eee 
[5s Se» (Lethibridge) [ps PUM Siete (abe Barley cumebn ater ee 740. 000 Am PRIMnANIG2 00 he Ee ee 0 00REN|SREIERIO7 S007 | 
[a a Ee 8 Stee ORS Onto | ENA Gee) SM NAS Ee |e Erbe a eae NAT 
Se ee (es a Pe es cee ee ce ee ee ES ee 
Ei an wai Mean ee i Se ve MER Ne Sebo aS eee ae 
eee i ee Ss es SRC ed Oe oe ee Sk er eae 
Pe ee ee Sr ee nc een ee RIAs oe] ee eR Ne aon crea ee ee NIA 
een ee ee ein eee. “Cer wi bm oe aie eee 
a ae aS ee | ee Oat aa ee NA ole NAP ae | NA ONS | 
SS ee) Oe dn os ee dd ee ed ee ae ie iw kee — Ke oe 
= SS Sl) AMA eae | oe One Nie ae (Se NAL est Se NA ee TaN | 
ee ee eee ee ie Ce eS er ee Lee eee 0 ee 
| a.) | ad oe Se (pk Ee Rarleyooe = pete NIA wet | NAL be © NARs See WAT | 
a ed ee Ee ed ee Cone oa ee ee ae ae 
ee ee | a a ee Oe ares ae ENE Be |e WAS See 7 | Ne eee NAS | 
[= eae [Track oF eer ae | ee Caneyee oe POR Ses NIA Gees | ae eee NA e «Al Se NA ore eee et eee NAT | 
| _ Bayport'ONS == "8, = <= beeen ee Vhieat oho ee _ ea tA ree [eR eae ot eee NA ee ieee NIA | 
a eo aes erate fl a CONIA ee ee SIUAE 5 a te A ee Ce NAG - | 
a eae [Tracked ais 2 A | oe Bailey eee SE ee NA | re NA Ne eee AS F< - —| 
|._=.MontreaOCGrib- «c. <[se ose Saeed ee | VP Wheat eer [met NA gee) eee NAL Te eged | Sse SENN een MENIAL | 
ee ks De eS) ee ee eee ee a ee ee eae eee en 
| ae [Track te PS 2 Pe Barley tate) bo NIA) oe eee NA Fes | eo Fe Nee ee NAST | 
| __-MogctonINBen. ) | Bob pee |e Waeateet |< eee NA See |) NAL ee eA ee ASS | 
he a ee ee ed ed Re 7 ee oo ee ee 
ic e e eS oa| Track 
|. Trote; NS as —*- set oad: Sito ee |B t Viicatteae cl teen NAS ay | POR NAD aed | Beek NAD ei | NA 2S 
EL eee ae ee ae ee ee Lea SNe eae IS Sa ee a 
| eae > pI Track nuck-via Sydney att ly Barley aatae ice Sen, N/A ee il eee a Ape ogy sees Ee NA ee eee |e AN | 
|___Stephenville:Ni=- = | ser ee heat SMe ne eN/A ee pene? | en N/Ae Sees |e eh Aa eres Eee NIA Tt __| 
|__| SS Ree | dr Oat Wee > Pe NA oP aie) Sar NAS a eA ee a | eke” NYA | 
a ee Bee Re ee oe i eee SI ee a eee a 
a a ee ee Be 

Com eae eH Oo fet ee Se eee et ees 3 October.16; 2006 October 2, 2006 September 18, 2006 | October 17, 2005 
From: US Lake Porta S| On Board Vessel igigrs Bains geet ob Owed 2) GP 137.16 pce men 110.06 mn 5 | bere 804.54 k eee | Co osee | 
To: Monteal OC ent) 5 In-store state ae ee edema nl o Bi 2156, 20a ee | R192 10 ae | Be eee OT Coe 
From: Chicagoi{It}® a") oa Trackpad epee | ek oop 7] La 96 26 ae Belen 100.55 ens | ee e100 87 eas er LOSS | 
Tors: Montiedl, OC a. -ameial|Track. Pr 5 wnt) | SS See i esas 165 ioe | ICC 41 Seek |e OCC REEN (OMENS Oi: | 
From: Chatham; ON: 0h “| Trackes 2 aan | on eee in | 50.72 |) CO en a 07 25S ES eM DE O0 07a | 
To: Montreal, QC Track mie ee eee ee ee a ee Sie he Se a eee 
[Frome Hamilton NAGE « ss). oallaR, SNRs [rer ouaMiNRBE: [eed & 247 Comat) Retna 2 79 07 ae aann INORG G0 MaRINE| eect ode 
Toy) Montreal: OC) « <2 Gl Track# "aay ee [ee eas a | ee 272 02 ene | me 250,40 Seen | R40 Oo REET Teer | 
|_—-Moncton,NB_ = Track ee ee ed A i a ee he ee eS ee 
BSC ei CO el Limos fo ene th en ine ere Si ok in hf. ol 
| “Stephenville: Nis i = Track Tick via Sydneyinenn| s/o enti || E042. 63\e mn MENEENS23 ORIEN | NEUES 1] comune mEREENS47. 775 | 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 


Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES October 2, 2006 


This week Last week Month ago Year Ago 
Selected Points Price Basis October 2, 2006 September 18, 2006 | September 5, 2006 October 3, 2005 
rom: Thunder Bay(WCE) (2) In-Store Cd [Ps A210. 00: Sas |S 12800 | 108.00 
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1. Prices include ONE month of Storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Cor. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Rivieres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 


CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION December 9, 2005 


Grain and Area Imports Total Exports Food & Feed, Total Carry-out Average 
Crop Year Seeded Harvested Yield Production (b) Supply (c) dine is poate icon Stocks Price (f) 
) 000 ha--------- a thousand metric tonnes-------------------------------------- Sit 
Durum 
2003-2004 2,483 2.459 1.74 4,280 1 5,900 3,427 252 219 683 1,789 224.21 
2004-2005 2,230 2.141 Dest 4,962 1 6,752 3,218 257 533 OMS 2,521 201.10 
2005-2006f 2,341 2.297 2.58 9,915 1 8,436 3,700 260 778 1,236 3,500 Sau 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 IS) 202 16 eZ 35395 12,299 PUES: 8) ees) 6,805 4,291 206.03 
2004-2005 8,169 UW Pf 20,898 13. 25,203 11,593 2,791 4,574 8,138 5,471 189.99 
2005-2006f 7,784 7,530 ae 20,860 OMe 269347, 13,200 2,800 4,070 7,747 5,400 194 * 
All Wheat 
2003-2004 10,662 10,467 2.25 ZSHO2 18 29,295 UO 2U 3,027 3,442 7,488 6,080 
2004-2005 10,339 9,862 2.62 25,860 14 31,955 14,812 3,048 S07 Os15i 7,992 
2005-2006f 10,125 9,826 PUB 26,775 16 34,783 16,900 3,060 4,848 8,983 8,900 
Barley 
2003-2004 5,046 4,446 ZU 12,328 36 13,838 2,456 287 8,579 9,280 2,102 135.80 
2004-2005 4,678 4,050 326 13,186 83 Lopoial 1,863 263 9,362 10,019 3,489 t12e15 
2005-2006f 4,440 3,889 3.21 12,481 30 16,000 2,400 360 9,850 10,600 3,000 100-120 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 353 2,415 8,882 11,310 1,143 137.18 
2004-2005 1,185 1,072 8.24 8,837 2,422 12,401 242 2,395 7,951 10,358 1,802 100.68 
2005-2006f 1,124 1,096 8.63 9,461 1,800 13,062 200 2,450 8,897 11,362 1,500 90-110 
Oats 
2003-2004 Ze: ores 2.34 3,691 19 4,234 Lepr 140 1,581 1,888 788 136.65 
2004-2005 1,995 poo 2.80 3,683 26 4,497 1,675 110 1,568 1,834 988 130.68 
2005-2006f E858 1,326 2209) 3,432 LS 4,435 1,600 140 1,575 1,885 950 125-145 
Rye 
2003-2004 246 147 DLE 327 0 352 172 47 47 WZ 68 104.44 
2004-2005 284 165 ZeOS 418 1 487 122 48 155 220 145 70-80 
2005-2006f 223 148 2.42 359 1 505 150 48 170 230 120 65-85 
Mixed Grains 
2003-2004 241 1S 2.84 384 0 384 0 0 384 384 
2004-2005 220 a4 2.87 318 0 318 0 0 318 318 
2005-2006f 209 109 2.78 303 0 303 0 0 303 303 
Total Coarse Grains 
2003-2004 9,070 7,529 S50) PASy SyI\ 2,162 31,613 4,538 2,889 19,474 22,975 4,101 
2004-2005 8,362 6,713 3.94 26,442 2,531 33,074 3,901 2,817 19,354 22,749 6,424 
2005-2006f 7,850 6,568 3.96 26,036 1,846 34,306 4,350 2,998 20,796 24,386 D0 
Canola 
2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 113 3,545 609 387.04 
2004-2005 5,319 4,938 dROm 7,728 108 8,444 3,412 3,031 328 3,403 1,629 309.15 
2005-2006f 5,491 07298 1.84 9,660 150 11,440 4,500 3,300 595 3,940 3,000 245-285 
Flaxseed 
2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 Steves! 
2004-2005 728 528 0.98 517 38 648 468 nla n/a 150 30 nla 
2005-2006f 842 803 1g 1,082 20 edz 700 n/a n/a 232 200 275-315 
Soybeans 
2003-2004 1,051 1,047 DAT 2,268 587 3,000 914 1,500” 319 1,947 140 395.04 
2004-2005 1,229 1,178 2.59 3,048 393 3,581 Ae 22: 1,610 " 457 2,190 270 248 
2005-2006f 1,176 1,169 th 3,161 250 3,681 1,150 40 421 2,281 250 205-245 
Total Oilseeds 
2003-2004 6,531 6,464 toy 9,794 850 11,811 SLIT n/a n/a 5,693 841 
2004-2005 PAT 6,643 1.70 11,293 539 12,673 5,002 nla n/a 5,743 1,929 
2005-2006f 7,510 7,225 1.92 13,904 420 16,253 6,350 n/a nla 6,453 3,450 
Total Grains And Oilseeds 
2003-2004 26,263 24,461 2.44 59,663 3,029 72,719 25,541 n/a nla 36,156 11,022 
2004-2005 26,038 23,219 2.74 63,596 3,084 77,702 23S n/a n/a 37,643 16,345 
2005-2006f 25,484 23,620 2.82 66,715 2,282 85,341 27,600 n/a n/a 39,821 17,920 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 
* CWB Pool Return Outlook (PRO) — November 26, 2005 

1/ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

F: forecast - Agriculture and Agri-Food Canada — December 9, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, Canadian grain and oilseed (G&O) production is estimated by 
versus 63.6 Mt in 2004-05 and the 10-year average of 59.2 Mt. 
50.8 Mt, as a result of higher yields and a larger harvested area 


December 9, 2005 


Statistics Canada to increase to 66.7 million tonnes (Mt), 
Production in western Canada increased by 5% from 2004-05, to 
- The quality of the wheat and barley crops has been reduced by the 


wet harvest conditions, with a below-normal proportion in the top grades. Oilseed quality, however, is good. In eastern Canada, 
production increased by 3% to 15.9 Mt, due to increased harvested area and above-average yields. For 2005-06, the total supply of 


grains and oilseeds in Canada has risen to a record 85.3 Mt, from 77.7 Mt in 2 
larger carry-in stocks. Exports are forecast to increase by 16% 
domestic usage is also forecast to increase but carry-out stocks a 
wheat prices are forecast to increase slightly 


004-05, because of higher production and significantly 
to 27.6 Mt due to increased supply and improved quality. Total 
re forecast to rise by 10% to a historically high 17.9 Mt. World 
from 2004-05, while soybean and corn prices are expected to decline. Prices in Canada 


will continue to be pressured by the strong Canadian dollar. The major factors to watch are: import demand from China, EU export 
subsidies, ocean freight rates, the Canadian trade investigations into imports of US corn, and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is unchanged from 
the previous year, remaining about 5% above 
the 10-year average. Despite a decline in area, 
yield reached a record 2.77 t/ha (41 bu/ac), 
18% above the 10-year average. Total supply 
is up by 5%, due to larger carry-in stocks. The 
percent of the crop falling into the top grades 
is estimated to be lower than normal, although 
better than in 2004-05, and the carry-in stocks 
are also estimated to be mainly of lower 
grades. As a result of increased supplies of 
milling quality wheat, exports are forecast to 
rise by 14%. Much of the lower quality wheat 
is expected to be absorbed by the domestic 
feed industry. Carry-out stocks are forecast to 
decline marginally. The Canadian Wheat 
Board (CWB) November Pool Return 
Outlook (PRO) rose for the 4" consecutive 
month and is now above 2004-05 for most 
grades and classes. Protein premiums are 
forecast to decline slightly from last year, but 
remain above the previous 3 years. 


DURUM 

Production increased by 19%, to a near-record 
5.9 Mt, as a result of a record yield of 2.58 
t/ha (38 bu/ac), 27% above the 10-year 
average. Total supply is up by 25% at a record 
8.4 Mt. Exports are expected to increase by 
15% due to dryness in North Africa and 
southern Europe, as well as reduced area in 
the EU resulting from policy changes. 
However, further growth in durum export 
potential is limited at this time. Carry-out 
stocks are projected to rise by almost 40% to 
a record 3.5 Mt, about three-quarters of a 
normal crop over the past decade. Farm-held 
stocks are forecast to double, to a record 

2.0 Mt. The CWB accepted only 50% of the 
durum offered in Delivery Series A, and it is 
unlikely that all durum offered in the B and C 
Series will be accepted. The CWB 2005-06 
November PRO is well below 2004-05 for all 
grades, due to the larger supplies in both the 
US and Canada. For the first time since 1990- 
91, pool returns for durum are expected to be 
below those for similar quality CWRS wheat. 


BARLEY 

Production decreased by 5% from 2004-05, 
as a result of lower area and yields. Total 
supply, however, is up by 4% due to high 
carry-in stocks resulted from the large 
production of low-quality barley in 2004-05. 
The quality of the 2005-06 crop is estimated 
to be below normal. Exports are forecast to 
rise by 29% due to higher feed barley 
exports. Carry-out stocks are expected to 
drop significantly. The off-Board feed barley 
price is forecast to decline marginally. 
Malting barley prices will be pressured by 
higher world production, with the CWB PRO 
for Special Select 2-Row down by $7/t from 
2004-05 to $172/t. 


OATS 

Production decreased by 7% due to lower 
yields. Total supply is down marginally, as 
lower production more than offsets higher 
carry-in stocks. Exports are forecast to 
decrease slightly because of lower US import 
demand. Carry-out stocks are expected to 
decrease. Feed oat prices are forecast to be 
$5/t higher than in 2004-05. 


CORN 

Production increased by 7% because of 
higher yields and harvested area. Since 
carry-in stocks are significantly higher than 
for 2004-05, domestic supply is up by13%. 
Corn imports, mainly from the US into 
eastern Canada, are expected to decrease by 
26%. Industrial Use is forecast to rise, aS a 
result of increased ethanol production. 
Canadian prices are expected to be similar to 
2004-05, as stronger domestic demand offsets 
lower US corn prices and the strong Canadian 
dollar. 


CANOLA 

Production increased by 25% to a record 9.7 
Mt, due to higher area and significantly 
higher yields which resulted from ideal 
growing conditions across the western 
prairies. Total supply is expected to increase 
by 35% because of sharply higher carry-in 
stocks. Crop quality and oil content is 


significantly above normal. Domestic crush 
is expected to increase by 9% due to lower 
canola prices. Exports are forecast to rise by 
32% because of decreased competition from 
the EU-25. Carry-out stocks are forecast to 
increase sharply, to a record 3.0 Mt. The 
average price is forecast to fall, under 
pressure from burdensome carry-out stocks in 
Canada and from low soyoil prices in the US. 


FLAXSEED (excluding solin) 

Production more than doubled to 1.1 Mt, 
reaching the highest level since 1998-99, due 
to significantly higher seeded area and 
sharply higher yields. Total supply is 
expected to rise by 75%. Exports are forecast 
to increase sharply on support from high 
domestic supplies, steady EU demand and 
higher crude oil prices. Carry-out stocks are 
expected to rise sharply, but are not be 
burdensome. The average price is expected to 
decline. 


SOYBEANS 

Production increased by 4% to a record 3.2 
Mt due to higher yields. Domestic supply is 
estimated to increase by 6% and imports are 
forecast to decrease. Domestic use is 
expected to rise to near record levels. Exports 
are forecast to increase to a record high 
because of strong exports of edible soybeans. 
The average Chatham price is forecast to fall, 
as a result of weaker world soybean prices 
and the strong Canadian dollar. 


FURTHER INFORMATION: 
Wheat.....Glenn Lennox... (204) 983-8465 

) ETE | Be eaepaeacaen nce lennoxg@agr.gc.ca 
Coarse Grains......Joe Wang ...... 983-8461 
Bai aih ce. ncsccseercettettess wangjz@agr.gc.ca 
Oilseed......... Chris Beckman ....... 984-4929 
LES ULE Dette eran beckmac@agr.gc.ca 
Fred Oleson, Chief ..................0006. 983-0807 
LESTE) | Ree ae olesonf@agr.gc.ca 


Www.agr.gc.ca/mad-dam 
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DURUM WHEAT: 2005-2006 SITUATION AND OUTLOOK 


Prices for durum wheat are expected to decline relative to thos 
higher supplies in Canada and the United States (US), 
Board (CWB) pool returns for durum are expected to 
Spring (CWRS) wheat for the first time since 1990-19 


outlook for durum wheat. 


Demand Considerations 

Durum wheat (Triticum durum) has unique 
characteristics making it a “specialty wheat” 
in world wheat markets. The substitutability 
of common wheat (t. aestivum) for durum 
wheat is therefore limited, while durum is 
unsuited for many of the products produced 
from common wheat. The major durum 
products are pasta and couscous, a staple 
food in North Africa. Good quality durum 
has a very hard vitreous (glassy) kernel 
(HVK), with an amber yellow endosperm, 
while common wheat, even hard red spring 
wheat, is less vitreous and has a white 
endosperm. Durum pasta maintains a firm 
texture when cooked, and its natural amber 


colour is associated with good quality pasta. 


It should be noted that Asian-style noodles 
are made from common wheat, not durum. 
In Europe and North America, pasta 
products (spaghetti, macaroni, etc.) are 
generally produced exclusively from durum 
semolina, although other countries 
traditionally have used common wheat or 
durum blends to produce pasta. New 
production technology, such as high 
temperature drying, has improved the 
quality of pasta that can be made from 
common wheat, but discriminating pasta 


consumers continue to prefer pasta made 
from 100% durum wheat. In North Africa, 
durum is preferred for the production of 
couscous. While durum is also used for 
bread production in some countries, 
particularly North Africa, this usage is quite 
limited in terms of total world durum 
utilization. 


As a result of these unique characteristics, 
the demand for durum tends to be quite 
inelastic, meaning that a small shortage of 
durum can result in a large increase in 
durum premiums over common wheat while 
slightly excessive supplies can result in 
sharp price declines. Even if global supplies 
of common wheat are abundant, a shortage 
of durum can result in high durum prices, as 
most end-users are unwilling to switch to 
common wheat. Conversely, because the 
market beyond traditional pasta and 
couscous production is limited, a relatively 
small increase in durum production can 
result in large durum price declines. 


Production Considerations 

The best quality durum is produced in 
regions having a relatively dry climate, with 
hot days and cool nights during the growing 


WORLD DURUM PRODUCTION: 
MAJOR PRODUCERS 
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Source: International Grains Council, November 2005 except Canada which is Statistics Canada December 2005 


e for non-durum wheat in 2005-2006 due to sharply 

the major durum-exporting countries. Canadian Wheat 

be below those for similar quality Canada Western Red 

91. This issue of the Bi-weekly Bulletin examines the situation and 


season. Durum wheat also yields relatively 
well under dry conditions, compared to 
many alternative crops. Durum produced 
under higher moisture conditions tends to 
have a low HVK count, and sprouting and 
fungal diseases are also more common. 
Due to its development under a dry climate, 
durum has little natural resistance to these 
downgrading factors. Durum production and 
consumption was historically concentrated 
in the hot dry regions around the 
Mediterranean Sea. North Africa, southern 
Europe, Turkey, and Syria remain major 
durum producing regions, but production 
has expanded into North America, where a 
Suitable climate is found in the major 
growing regions of western North Dakota 
and Montana in the US, and southern 
Saskatchewan and Alberta in Canada. 


World Situation and Outlook 

World durum production for 2005-2006 is 
estimated at 35.9 million tonnes (Mt)! , an 
11% decrease from 2004-2005. However, 
major exporter? Carry-in stocks have almost 
doubled, to 5.3 Mt, the highest in more than 
a decade. As a result, supplies in the three 
major exporting countries are unchanged at 
21.5 Mt, which is 2.1 Mt above the 10-year 
average. The decrease in production for 
2005-2006 is mainly the result of smaller 
crops in the European Union (EU), Algeria 
and Morocco, with Canadian and US 
production increasing. World durum usage 
in 2005-2006 is projected to be less than 
production, so that major exporter durum 
stocks are forecast to rise by a further 10%, 
to 5.9 Mt, 45% above the 10-year average. 
This has placed significant downward 
pressure on world durum prices. 


eee 


! International Grains Council November 2005 
except Canada which is Statistics Canada 
December 2005 
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MAJOR EXPORTERS 


CANADA 


Supply 

Western Canadian farmers planted 2.34 
million hectares (Mha) of durum in 2005, 5% 
above the previous year and equal to the 
10-year average. However, growing 
conditions were good, and abandonment 
was below normal, so that harvested area 
rose by 7%, to 2.30 Mha. With above- 
normal moisture, yields on the harvested 
area were well above the 10-year average 
of 2.03 tonnes per hectare (t/ha) (30 bushels 
per acre {bu/ac}), with western Canadian 
durum yields in 2005 estimated by Statistics 
Canada at a record 2.58 t/ha (38 bu/ac). 

As a result, production rose by 19%, to 

5.9 Mt. The higher production was 
compounded by sharply higher carry-in 
stocks, which rose by 41% to 2.5 Mt. Asa 
result, supplies are 25% higher than for 
2004-2005, at a record 8.4 Mt. 


Quality 

Due to excess rain at harvest, which 
resulted in sprouting, bleaching and mildew, 
the quality of the 2005 durum crop is 
reported to be well below normal, with less 
than half the crop grading No.2 Canada 
Western Amber Durum (CWAD) or higher, 
well below the 10-year average of almost 
70%, although better than in 2004, when 
only about a third of the crop was of this 
quality. Protein content is near-normal, with 
No.1 and 2 CWAD averaging about 12.7% 
protein (13.5% moisture basis), similar to 
2004 and the 10-year average. 


Exports 

Due to increased world export demand and 
increased supplies of the top quality grades 
of durum compared to 2004-2005, Canadian 
exports (including semolina) are forecast to 
rise by 15%, to 3.7 Mt, the highest since 
1998-1999. With decreased production in 
North Africa, import demand from this major 
market has risen, and Canada has been in a 
position to take advantage of this market 
opportunity. Canadian exports to North 


Africa are forecast at about 1.1 Mt in 2005- 
2006, up from 0.9 Mt in 2004-2005. Durum 
production in the EU is also down from 
2004-2005, but large carry-in stocks will 
moderate the need for imports. Canadian 
durum exports to the EU are forecast to 
decline by about 20% from 2004-2005, to 
about 0.8 Mt (August-July). The US durum 
crop is 11% larger in 2005, and is of good 
quality, so that imports from Canada are 
expected to remain relatively unchanged at 
about 0.4 Mt in 2005-2006. Exports to 
South America are expected to increase 
slightly. Canada is expected to capture a 
47% share of the world durum market in 
2005-2006, up from 45% the previous year 
but below the 10-year average of 50%. 


Carry-out Stocks 

It is unlikely that the CWB will be able to 
accept deliveries of all durum offered by 
farmers in 2005-2006, and farm held carry- 
out stocks are forecast to rise sharply 
compared to 2004-2005. The CWB has 
accepted only 50% of the durum offered 
under the Series A delivery contract, and it 
is expected that the acceptance of the 
Series B and C contracts will also be less 


than 100%, particularly for the lower grades. 


Farm-held stocks as of July 31, 2006 are 
forecast at a record 2.0 Mt, double that on 
July 31, 2005 and 4 times the 10-year 
average of 0.5 Mt. Total carry-out stocks 
are forecast to rise by almost 40% to a 
record 3.5 Mt. 


UNITED STATES 


Supply 

North Dakota farmers increased their durum 
area by 13% in 2005, to 2.0 million 

acres (Mac), which accounted for 72% of 
total US durum area, down slightly from the 
10-year average of 79%. Durum production 
has been shifting westward due to disease 
problems in eastern ND, and Montana area 
was 0.57 Mac in 2005, unchanged from 
2004 but 21% of the total, versus the 
average of 13%. Total US seeded area for 
2005 was up by 7%, at 2.7 Mac, but this 
remained well below the 10-year average of 


2 


3.3 Mac. The average yield in 2005 was 
slightly above-average at 37 bu/ac, but 
lower than in 2004. As a result, US 
production is up by 11% from 2004, at 100 
million bushels (Mbu) (2.7 Mt), equal to the 
10-year average. Carry-in stocks are 44% 
higher than for last year, resulting in a 19% 
increase in domestic supplies, to 138 Mbu 
(3.7 Mt), the highest since 2000-2001. 


Trade and stocks 

The United States Department of Agriculture 
(USDA) projects that US durum exports 
(June-May) will be 30 Mbu or 0.82 Mt 
(including products). As of December 1, 
2005, US durum exports (including 
outstanding sales) were 0.48 Mt, up by 7% 
from the same date in 2004-2005. US 
carry-out stocks are projected to surge by 
over 50%, to 58 Mbu (1.6 Mt), the highest 
since 1990-1991, mirroring the movement in 
Canadian durum stocks. 


EUROPEAN UNION 


Supply 

The EU-25 is the largest durum producing 
region in the world, with production 
concentrated in Italy, Spain, France, and 
Greece. However, it is also the largest 
consumer of durum, and since the early 
1990s it has been a significant net importer 
of durum wheat. EU durum area decreased 
in 2005 due to changes to the support 
programs for durum under the Common 
Agricultural Policy (CAP), which have made 
it a less attractive crop to produce compared 
to alternative crops, and yields were below 
normal. As a result of these program 
changes and lower yields, EU production 
dropped by 34%, to 7.5 Mt. This has been 
partly offset by higher carry-in stocks, which 
have risen from 0.3 Mt to 1.8 Mt, the highest 
since 1993-1994. The combined impact has 
resulted in a 20% decrease in EU domestic 
durum supplies, to 9.3 Mt, equal to the 10- 
year average. 


Trade and stocks 

The International Grains Council (IGC) 
forecasts a 28% increase in EU import 
requirements, to a record 2.3 Mt. The EU 
has imported an average of 0.7 Mt of durum 
from Canada over the past 5 years, an 
increase of 75% over the past decade. 
Imports from Canada reached a record 

1.4 Mt in 2003-2004, for a 66% share of the 
EU market, before declining to 1.0 Mt (55% 
share) in 2004-2005, partly due toa 
shortage of top quality durum in Canada. 
For 2005-2006, this is forecast to decrease 
to about 0.8 Mt with Canada expected to 
lose market share in the EU to both the US 
and Australia as top quality supplies decline 
further. EU durum exports are expected to 
drop sharply, from 1.2 Mt in 2004-2005 to 
0.5 Mt in 2005-2006 (including semolina). 


No EU export subsidies for durum are 
expected in 2005-2006. EU durum Carry-out 
stocks are expected to fall by 55%, to 

0.8 Mt. 


OTHER PRODUCERS 


The other major durum producing countries 
are Turkey, Syria, Kazakhstan, India, 
Australia, and Mexico. 


Turkey is normally the third largest durum 
producer in the world, next to the EU and 
Canada, with production averaging 3.0 Mt 
over the past 5 years. Turkey is not a major 
exporter of durum wheat, shipping an 
average of about 0.1 Mt over the past 5 
years. However, Turkey has a large pasta 
industry and is a major exporter of pasta. 
Small quantities of durum, averaging 20,000 
tonnes a year, are imported to supplement 
domestic production, especially in years with 
a poor quality domestic crop. In 2005-2006, 
Turkish production is estimated at 2.9 Mt, 
with exports forecast at 0.2 Mt. Turkey is 
not a major Canadian market, tending to 
source its imports from the EU and the US. 


Syrian durum production averages about 
2.5 Mt, and this country has become a 
significant durum exporter, with 5-year 
average exports of 0.5 Mt and with 2005- 
2006 exports forecast at a record 0.8 Mt. 


Mexican durum production has doubled 
over the past 10 years, from 0.5 Mt in the 
mid-1990’s to 1.0 Mt over the past 5 years. 
Production is forecast at 1.1 Mt in 2005- 
2006, unchanged from the previous year. 
Some Mexican durum is exported, 
averaging 0.4 Mt over the past 5 years, with 
2005-2006 exports forecast at 0.4 Mt. 


The couscous sold in most western supermarkets has been 
for consumption. Pre-steamed couscous takes less time to 
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Australian durum production has risen from 
virtually zero in 1990 to about 0.5 Mt today. 
Production for 2005-2006 is unchanged 
from 2004-2005 at 0.5 Mt. Australia has 
become a significant durum exporter, with 
0.5 Mt forecast to be exported in 2005-2006, 
targeting the Italian market. 


Kazakhstan durum production averages 
about 2.4 Mt annually, with 2.4 Mt produced 
in 2005-2006. Most Kazakhstan durum is 
consumed within the Former Soviet Union. 


Indian durum production was 1.2 Mt in 
2005-2006, unchanged from the previous 
year. Durum is used domestically for the 
production of atta flour. No Indian durum is 
expected to be exported, due to low quality 
and inadequate segregation in the handling 
system. 


MAJOR IMPORTERS 


North Africa 

The four North African countries of Algeria, 
Morocco, Tunisia, and Libya constitute the 
largest durum import market in the world. 
Durum based foods are a cultural tradition in 
these countries, where most durum is 
consumed in the form of couscous, which 
consists of small grain-like balls of semolina 
steamed and prepared in a manner similar 
to rice. Traditional breads are also made 
with durum flour, particularly in Morocco. 
Domestic production is insufficient to meet 
requirements, and imports have averaged 
3.0 Mt over the past 5 years, representing 
about 45% of annual consumption. Grain 
production in this region next to the Sahara 
Desert is largely dependent on winter rains, 
which are often unreliable, and as a result 
durum production is quite variable, ranging 
over the past decade from a high of 6.0 Mt 


COOKING COUSCOUS 


continue the existing coupled per hectare payments up to 
those percentage levels. The aid Supplement for durum wheat in traditional production zones will be paid independently from production 
(within national and regional base areas established for this production in the 6 producer countries). Member States may decide to keep 
40% linked to production. The aid is fixed at €313/ha in 2004, €291/ha in 2005 and €285/ha from 
from 2005 onwards. The specific aid for other regions where durum wheat was supported will be phased out. The cuts will be implemented 
over 3 years, starting in 2004 (€93/ha in 2004, €46/ha in 2005 and zero for 2006 onwards). From 2004-2005, a quality premium of 

€40/hectare was introduced, Subject to the use of certified seed of varieties recognized as being of 


2006 onwards, and is included in the SPS 


high quality. 


in 1996-1997 to a low of 1.7 Mt in 2000- 
2001. Production for 2005-2006 is 
estimated by the IGC at a near-average 
4.0 Mt, down from 5.3 Mt the previous year. 
Imports are forecast to increase by 13% 
compared to 2004-2005, to 3.1 Mt. 
Canadian exports to North Africa are 
forecast at about 1.1 Mt in 2005-2006, up 
from 0.9 Mt in 2004-2005, maintaining a 
one-third share of total regional imports. As 
of October 31, 2005, Canadian exports to 
North Africa were 0.20 Mt, versus 0.32 Mt a 
year earlier. 


Other Importers 

The other major durum importing countries 
are Japan, Venezuela, Peru, and Chile. The 
South American countries are a potential 
growth market for Canadian durum. Pasta 
has traditionally been produced from 
common hard wheat in many of these 
countries. However, through market 
development work by the CWB, the 
Canadian Grain Commission, and the 
Canadian International Grains Institute, 
Canadian durum exports into South America 
have increased over the last decade, from 
less than 0.3 Mt in the early 1990s, to 0.5 Mt 
in the 2000 to 2004 period. Exports to this 
region were slightly below-normal in 2004- 
2005 due to poor quality, but Agriculture and 
Agri-Food Canada (AAFC) forecasts that 
South American imports of Canadian durum 
will increase slightly for 2005-2006, to about 
0.6 Mt. Durum imports by Japan have been 
Stable at about 0.2 Mt over the past decade, 
and are expected to remain near this level 
for 2005-2006. Canada supplies the bulk of 
the durum imported by the Japanese 
market. 


pre-steamed and dried, and just requires adding a little boiling water to prepare it 
prepare than dried pasta or rice. The traditional North African method is to use a 


steamer (called a couscoussiére in French). The base is a tall metal pot in which the meat and vegetables are cooked in a stew. On top of 


the base a steamer sits where the couscous is cooked, absorbing the flavours from the stew. 
generally served with vegetables cooked in a spicy or mild broth, and some meat. 


In Algeria, Tunisia and Morocco, couscous is 
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Source: International Grains Council, November 24, 2005 


PRICE FORECASTS 


Although world durum prices have been 
supported by the smaller EU and North 
African crops, this has been more than 
offset by larger crops in Canada and the US. 
The No.3 Hard Amber Durum (3 HAD) 
export price FOB Gulf is expected to 
average US$180 per tonne (/t) in 2005- 


COST OF DURUM IN 1 
KILOGRAM (kg) OF PASTA 


A 1 kg package of pasta currently 
contains about 25 cents worth of durum. 
This calculation is based on the 
assumptions that 1.0 kg of durum yields 
0.74 kg of semolina, 1 kg of pasta can be 
produced from 1 kg of semolina, and that 
the price for No.1 CWAD durum in-store 
Thunder Bay is $207/tonne or $5.63/bu 
(as of December 9, 2005). Deducting 
transportation costs, this would equate to 
a return of about $5/bu for a 
Saskatchewan farmer. A 1 kg package of 
pasta can be produced from about 

1.35 kg of durum. As a bushel of durum 
weighs about 27 kg, 20 packages of pasta 
can be produced from one bushel, equal 
to $0.25 per 1 kg package of pasta. 


2006, 6% below the average of US$192/t in 
2004-2005 (August-July). 


Canada 

Canadian prices for durum wheat have been 
pressured by both the declining world price 
and the strengthening Canadian dollar. The 
dollar is forecast to average about US$0.85 
for 2005-2006, compared to US$0.81 in 
2004-2005. In Canadian dollars, the 

US 3 HAD Gulf price is forecast at 
CAN$212/t, versus CAN$238/t in 2004- 
2005, an 11% decline. The CWB 2005- 
2006 November Pool Return Outlook (PRO) 
for No.1 CWAD with 11.5% protein is $183/t 
in-store Vancouver/St. Lawrence, 9% lower 
than in 2004-2005. A discount of $11/t to 
No.1 CWRS 11.5% is forecast, versus a 
premium of $11/t the previous crop year. A 
western Canadian average on-farm price of 
about $136/t for No.1 CWAD 11.5% is 
expected, compared to $155/t in 2004-2005. 


OUTLOOK FOR 2006-2007 


The outlook for 2006-2007 is very tentative 
at this time, as the majority of the world 
durum crop is spring seeded, so that seeded 
areas will not be known until about June, 
2006. In both Canada and the US, durum 
area is expected to decline, due to low 


CANADIAN WHEAT BOARD: 
WHEAT AND DURUM POOL RETURNS 


pool retum (CAN#tonne) 


1989- 1990- 1991- 1992- 1993- 1994- 1995- 1996- 1997- 1998- 1999- 2000- 2001- 2002- 2 


crop year (August-July) 


premium/discount 


=» Wheat; No.1 CWRS, 11.5% 


Durum; No.1 CWAD, 11.5% 


* Canadian Wheat Board November 2005 Pool Return Outlook; in-store Vancouver or St. Lawrence 


Source: Canadian Wheat Board 
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prices in 2005-2006 and burdensome stock 
levels. However, durum producers often do 
not react significantly to current market 
conditions, as the crop stores well and 
significant premiums over non-durum wheat 
are expected to return in the future. 
Therefore, the declines are not expected to 
be large. In the EU, area is expected to 
remain near the below-average 2005 level, 
due to the CAP reforms, but with a return to 
normal yields, a small increase in production 
is possible. In North Africa, a normal durum 
crop is currently expected. AAFC is 
projecting a small decline in total world 
durum production for 2006-2007, but 
exportable supplies are expected to be 
relatively unchanged due to large exporter 
carry-in stocks. A small decline in exporter 
Carry-out stocks is projected, which may 
provide some price support. However, the 
continuing large supplies make any large 
price rally unlikely unless production 
problems are experienced in a major 
producing region. 


For more information, contact: 
Glenn Lennox, 
Wheat Analyst 
Phone: (204) 983-8465 
E-mail: lennoxg@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES October 17, 2005 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Rep quoted cash prices at shipping points plus the full transfer costs including 


lacement values reflect duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES October 31, 2005 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Cor, No.3 US Yellow Cor. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES November 14, 2005 
PRAIRIE GRAINS 


Selected Points Price Basis 14-Nov-05 31-Oct-05 17-Oct-05 15-Nov-04 
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361.36 355.29 347.91 321.67 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES November 28, 2005 
PRAIRIE GRAINS 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbeé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Rep quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 


lacement values reflect 
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FEED BARLEY: SITUATION AND OUTLOOK 


Over the past 20 years, the demand for western Canadian feed barley has shifted dramatically from the export market 
to the domestic feed market, as the livestock sector in Western Canada expanded and international competition 
intensified. For 2005-2006, domestic feed demand is expected to be strong, due to larger inventories of cattle and hogs 
and the partial opening of the United States (US) border to Canadian beef and cattle. However, larger domestic supplies 
of barley with below average quality, lower US corn prices, and the strong Canadian dollar are projected to depress the 
Lethbridge feed barley price to $110 per tonne (/t), the lowest in 10 years. For exports, despite lower world corn prices, 
world feed barley prices strengthened early in the crop year, because of tighter exportable supplies from major 
exporters. The strong Canadian Wheat Board (CWB) Pool Return Outlook (PRO) relative to the domestic off-Board 
price has attracted large deliveries to the CWB which, when combined with less competition overseas and a wider 
spread of export over domestic prices, has provided export opportunities for Canada. 
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WORLD COARSE GRAIN MARKET 


Lower Coarse Grain 

Production and Stocks 

The world coarse grain market consists 
mainly of corn, barley, sorghum, oats and 
rye. For 2005-2006, world coarse grain 
production is estimated by the United States 
Department of Agriculture (USDA) to 
decrease to 946 million tonnes (Mt) from the 
record of 1,008 Mt set in 2004-2005. 
Production is estimated to return to trend 
from the exceptionally larger 2004-2005 
crops for almost all major producers. Total 
world supplies are expected to decrease by 
25 Mt from 2004-2005, while consumption is 
virtually unchanged. As a result, carry-out 
stocks are projected to decrease by 13% 
and the stocks-to-use ratio is forecast to 
drop to 15%, the second lowest in 30 years. 


Higher Supplies and 

Lower Prices in the US 

US corn plays a dominant role in the world 
coarse grain market. US corn production in 
2005-2006 is estimated by the USDA at 
11.0 billion bushels (Gbu), second only to 
the record of 11.8 Gbu set in 2004-2005, as 
a higher harvested area only partially offset 
lower yields. US corn supplies, however, 
are expected to increase by 3%, as carry-in 
stocks more than doubled from 2004-2005. 
US domestic use is forecast to decrease 
marginally as a result of lower feed use 
which is partially offset by the higher 
demand from ethanol production. US 
exports, however, are forecast to increase to 


2.0 Gbu, from 1.8 Gbu for 2004-2005. 
Carry-out stocks are expected to increase 
by 10% to 2.3 Gbu. The average US farm 
price for corn is currently forecast to 
decrease from US$2.06 per bushel (/bu) in 
2004-2005 to a midpoint of US$1.80/bu, 
pressuring world coarse grain prices. 


WORLD BARLEY MARKET 


Lower Barley Production 

For 2005-2006, world barley production is 
estimated by the USDA to decrease by 12% 
from 2004-2005 to 134 Mt. Production is 
estimated to decrease for the European 
Union (EU), the Black Sea region, Canada 
and the US. World supplies are expected to 


Government 


decrease by 5% to 165 Mt because higher 
Carry-in stocks only partially offset lower 
production. In response, world barley 
consumption is projected to decrease to 
141 Mt, from 145 Mt in 2004-2005, of which 
feed barley consumption is forecast to 
decrease from 99 Mt to 96 Mt. As a result, 
world carry-out stocks are expected to 
decrease by 7 Mt from last year to 24 Mt 
and the stocks-to-use ratio is expected to 
decrease to 17%, from 22% in 2004-2005 
and the 5-year average of 19%. 


Lower World Trade 

World barley trade is forecast by the USDA 
to decrease to 16.2 Mt, from 17.5 Mt for 
2004-2005 and the five year average of 


CANADA: BARLEY SUPPLY AND DISPOSITION 
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f: AAFC forecast, November, 2005. 
Source: Statistics Canada and Canadian Gram Commission. 
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16.8 Mt. World feed barley exports are 
forecast by Agriculture and Agri-Food 
Canada (AAFC) to decrease from 12.5 Mt 
for 2004-2005 to 11.5 Mt. Among the major 
exporters, Russia and Ukraine are expected 
to export a combined 4.8 Mt of feed barley, 
followed by 3.0 Mt from Australia, 2.2 Mt 
from the EU and 0.9 Mt from Canada. For 
the major import markets, Saudi Arabia is 
forecast to import 6 Mt, followed by 2.4 Mt to 
other Middle East countries and 1.1 Mt to 
each of Japan and North Africa. Within the 
Middle East and North African market, 
import demand is expected to grow 
substantially for Algeria, while imports into 
Iran, Tunisia and Syria decrease sharply. 


CANADIAN PRODUCTION 
AND SUPPLIES 


Lower Barley Production 

but Slightly Higher Supplies 

For 2005-2006, Canadian barley production 
is estimated by Statistics Canada at 12.1 Mt, 
down 8% from 2004-2005, due to a 4% 
decrease each in yields and harvested area. 
In western Canada, production decreased 
by nearly 50% in Manitoba and 9% in 
Alberta, while the crop in Saskatchewan is 
5% larger. Excess moisture problems in 
southern Manitoba prevented the 
completion of seeding and damaged fields 
that were seeded, leading to an overall 
reduction in yield potential. Total supplies 
for Canada, however, increased by 2% to 
15.7 Mt, as a result of higher carry-in stocks 


Below Average Crop Quality and 

Larger Feed Barley Supplies 

The quality of the 2005-2006 barley crop in 
Canada is expected to be below average. 
The western Canadian crop has been 
negatively impacted by rain during harvest 
in Saskatchewan and Alberta. The quality 
characteristic that is affected the most is the 
germination rate. In addition, rain may also 
have resulted in lower plumpness, high 
moisture content, bleached or stained kernel 
and diseases. Depending on the growing 
stage, protein content could be high for the 
later planted crop. The crop is also very 
heterogeneous, due to the interruptions of 
planting in spring and harvesting in fall. The 
rains in 2005-2006 affected a much larger 
area than the frost in 2004-2005 and in each 
affected area, crop quality is affected to very 
different degrees in sub-areas. 


Low, heterogeneous crop quality reduces 
the selection rate for malting barley, 
resulting in larger supplies of low-quality 
feed barley. The size of the malting barley 
Pool is projected by AAFC to be smaller 
than last year and the 10-year average. The 


total supply of feed barley is estimated to 
increase to 13.5 Mt, from 13.0 Mt for 2004- 
2005. 


CANADIAN DOMESTIC DEMAND 


Domestic feed consumption has been the 
dominant use for barley in Canada. With 
the robust growth of the western Canadian 
livestock industry, barley feed use (including 
waste and dockage) has increased by over 
35%, from about 7.0 Mt in the early 1990s to 
9.3 Mt in 2004-2005. Domestic feed 
consumption as a percentage of total use 
has grown from 60% to 78%. Exports, 
including exports of feed barley, malting 
barley and barley malt, have decreased 
from 35% to about 20%. This decline is due 
solely to the lower feed barley component in 
barley exports. 


For 2005-2006, domestic feed use is 
expected to increase from 9.3 Mt last year to 
9.8 Mt. Cattle and hog inventories have 
increased from a year ago. The opening of 
the US border to Canadian beef and live 
cattle of less than 30 months of age and 
lower availability of feed quality wheat are 
expected to raise feed barley demand. In 
addition, shipments of feed barley from 
western to eastern Canada are expected to 
increase, as Canadian corn production 
declined to 8.5 Mt, the lowest since 2000- 
2001. 


The impact of the on-going countervailing 
and anti-dumping investigation is as yet not 
influencing prices for corn and feed barley. 
It is anticipated that a decision against the 
US will support prices in Canada. 


CANADIAN EXPORTS 


The Downward Trend 

in Feed Barley Exports 

Canadian feed barley exports have 
decreased significantly in the past 20 years, 
from over 6.0 Mt in 1986-1987 to an annual 
average of 450 thousand tonnes (kt) in the 
2000s. Among the major factors 
contributing to this structural change are: 
(1) the removal of the Wester Grain 
Transportation Act subsidy, (2) the rapid 
expansion of the livestock sector in western 
Canada and (3) intensified overseas 
competition, particularly from the EU and, 
more recently, Ukraine and Russia (Black 
Sea Region). The livestock sector in 
western Canada has become the largest 
user of feed barley and generally offers a 
higher return to farmers than the export 
market. Meanwhile, shipments of feed 
barley from the Prairies to other parts of 
Canada decreased substantially, following 
the elimination of the Feed Freight 
Assistance Program. 


Canadian feed barley exports fell to the 
lowest levels in 2001-2002 and 2002-2003, 
following two consecutive years of drought- 
reduced production. However, exports 
rebounded to 0.8 Mt in 2003-2004 and 

0.5 Mt in 2004-2005. For 2004-2005, limited 
exportable supplies from Australia and the 
US, light competition from the Black Sea 
Region and the EU, and a steady decline in 
ocean freight rates have raised export prices 
for North America and combined to provide 
sales opportunities for Canada. The majority 
of Canadian exports were made in the last 
half of the crop year. 


Higher Exports Forecast for 2005-2006 
For 2005-2006, Canadian feed barley 
exports are forecast to increase to 0.9 Mt, 
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with the vast majority shipped from Pool A, 
covering August 2005 to January 2006. For 
the early months of this pooling period, heat 
and dry conditions in the EU and the Black 
Sea Region reduced exportable supplies. 
Carry-in stocks were lower and production 
was anticipated to drop in Australia. The US 
harvested their smallest barley crop since 
1926. Tight supplies worldwide raised 
export prices and provided excellent 
opportunities for Canada. For the pooling 
period of Pool B (February-July 2006), 
exports are forecast to decrease 
significantly from Pool A due mainly to a 
much larger than previously expected barley 
crop in Australia. 


MAJOR CANADIAN 
EXPORT MARKETS 


Saudi Arabia is the world's largest feed 
barley importer, with annual imports of 

6.0 Mt or more than 50% of world trade. 
The sheep and goat industry in Saudi Arabia 
has been growing by 3% annually and this 
trend is expected to continue into the future. 
This expansion has been driven mainly by 
rapid population growth, although per capita 
disappearance is stable at 7 kilograms. 
Consequently, the demand for feed barley 
has trended higher with moderate 
fluctuations, driven by changes in the local 
grassland and forage situation. 


The Saudi Arabian market was dominated 
by supplies from Australia in the early 
1980s. Canada and the US replaced 
Australia in the late 1980s, with record 
exports of 2.3 Mt from the US and 1.9 Mt 
from Canada in 1986. In the 1990s, the EU 
became the largest exporter to this market. 
For the 2000s, although the EU and 
Australia continue to be the top suppliers, 
their status has been challenged by Ukraine 
and Russia, with a combined market share 
of over 40% in 2002-2003. For 2005-2006, 
feed barley imports to Saudi Arabia are 
forecast by the USDA to remain at 6.0 Mt. 
Canada is forecast to export 0.5 Mt to 
Saudi Arabia. 


Japan is the world’s second largest feed 
barley importer. Although corn is the 
dominant feed ingredient in Japan, barley is 
an important component of feed for Wagyu 
cattle, producing beef with a white, firm 
marbling of fat preferred by Japanese 
consumers. Barley is imported into Japan 
by one of two ways: (1) duty-free imports by 
the government on behalf of the licensed 
processors and (2) the Simultaneous Buy 
and Sell (SBS) system which allows end- 
users to tender directly and specify the 
quantity, quality and timing of transactions. 


The SBS system is increasingly gaining 
popularity and accounted for over 60% of 
Japan’s total barley imports in 2003-2004. 


Japanese feed barley imports have dropped 
by over 20% in recent years from 1.4 Mt in 
1998-1999 to 1.1 Mt in 2004-2005. This is 
attributed to higher meat imports, the BSE 
problems and an economic slowdown. As a 
result, Japan’s share in the world import 
market has dropped from 15% to about 
10%. For 2005-2006, feed barley imports 
into Japan are forecast by AAFC to remain 
at 1.1 Mt. Australia will continue to be the 
dominant supplier to the market, although its 
export volumes are expected to be below 
average. Imports from the US are also 
projected to decrease. For Canada, feed 
barley exports are forecast at 0.30 Mt, up 
significantly from 2004-2005. 


EXPORT COMPETITION 


Australia, the EU, the Black Sea Region and 
the US are the major competitors for 
Canadian feed barley exports in the world 
markets. 


Australian barley production in 2005-2006 
is forecast by the Australian Bureau of 
Agricultural and Resource Economics to 
increase by over 30% from 2004-2005 to 
8.4 Mt. Total supplies are expected to 
increase by 20% to 9.0 Mt due to a 40% 
decrease in carry-in stocks. Total domestic 
use of feed barley is forecast at 2.3 Mt. 
Consequently, feed barley exports are 
forecast to increase from 2.8 Mt last year to 
3.0 Mt 


The dry, warm summer and fall in the 
eastern states and South Australia has 
significantly lowered the anticipated 2005- 
2006 crop in Australia. Lower production 
expectations and tight carry-in stocks were 
among the major factors supporting world 
prices and providing export opportunities for 
Canada during late 2004-2005 and early 
2005-2006. However, the above average 
rainfall in June provided an opportunity for 
late winter crop plantings and aided crops 
that had been dry sown, boosting production 
expectations to a level significantly higher 
than anticipated early in the crop year. 


The emergence of the Black Sea Region 
as major exporters has pressured world 
prices because they are the least cost 
producers and enjoy the lowest freight costs 
to the Middle East and North Africa. Their 
market share has increased significantly in 
the last few years. For 2005-2006, exports 
from Ukraine are forecast by the USDA to 
be close to last year’s 4.0 Mt, as large carry- 
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in stocks and reduced domestic use offset 
significantly lower production. Exports from 
Russia, however, are forecast to decrease 
from 1.5 Mt last year to 0.8 Mt, due to lower 
production. Lower exports from the region 
are expected to support world prices. 


EU barley production in 2005-2006 is 
estimated by USDA to decrease by 14% 
from 2004-2005 to 53.0 Mt. With the 
exception of Denmark, production is 
estimated to decrease for all other major EU 
producers. The dry conditions in Spain are 
estimated to reduce barley output by 20%. 
Total EU supplies are expected to decrease 
by 3% as lower production more than offsets 
higher carry-in stocks. EU barley 
consumption is expected to decrease only 
marginally and carry-out stocks are forecast 
to drop by 27%. EU feed barley exports are 
forecast by AAFC to decrease from 2.7 Mt in 
2004-2005 to 2.2 Mt. Due to lower 
exportable supplies and less competition 
from the Black Sea Region, the EU is 
expected to be less aggressive in 
subsidizing exports than in 2004-2005. 


Barley production in the US has trended 
lower in the long-run, due to competition 
from other crops. For 2005-2006, US barley 
production decreased by 24% from 2004- 
2005 to 4.6 Mt, the lowest since 1926. 
Domestic consumption is forecast to drop by 
16% to 4.8 Mt, due mainly to lower feed 
consumption. Total exports are forecast to 
drop by 60% from last year to 0.3 Mt and 
Canada is expected to pick up much of the 
market unfilled by the US. 


PRICE OUTLOOK 


Domestic Prices: Historically Low 

but Stronger Relative to US Corn 

For 2005-2006, Canadian domestic feed 
barley prices are expected to be pressured 
by: (1) large carry-in stocks of low quality 
barley, (2) below average new crop quality, 
(3) lower US farm prices for corn and (4) the 
strength in the Canadian dollar. On the 
other side, prices are expected to be 
supported by: (a) lower western barley 
production, (b) stronger feed demand from 
the cattle and hog sectors, (c) higher 
demand for exports overseas. High energy 
costs and logistic constraints are expected 
to keep transportation costs high, pressuring 
on-farm returns and lifting feedlot prices. 


For the crop-year-to-date (August- 

October 2005), Chicago Board of 

Trade (CBoT) corn nearby futures prices 
averaged US$80/t, down 4% from the same 
period a year ago. For the same period, the 
Canadian dollar appreciated by 6%, from 


CAN$1.27/US$ to CAN$1.19/US$. Asa 
result, CBoT corn nearby prices in Canadian 
dollars decreased by 9%, from CAN$103/t 
to CAN$94/t. Western Canadian feed 
barley prices, in-store Lethbridge for 

No. 1 Canada Western (CW), averaged 
$107/t, only 4% lower than a year ago, 
suggesting strong feed barley prices in 
western Canada, relative to corn prices in 
the US. 


For 2005-2006, the Lethbridge feed barley 
price is forecast to average $110/t, slightly 
lower than $112/t for 2004-2005 and 
significantly lower than the 5- and 10-year 
average of $141/t and $137/t, respectively. 


Export Prices: Historically Low but 
Stronger than Domestic Prices 

Canada is a minor player and price taker in 
the world feed barley market. World feed 
barley prices in 2005-2006 are expected to 
be supported by: (1) lower world barley 
production and tighter exportable supplies 
from the EU, Australia, the US and Russia, 
(2) tighter world coarse grain supplies, (3) a 
steady demand from major importing 
regions and (4) less aggressive use of 
export subsidies by the EU. World prices 
are expected to be pressured by lower US 
corn prices. Canadian feed barley export 
prices are being further depressed by the 
strength in the Canadian dollar. 


For the crop-year-to-date, PNW feed barley 
prices have averaged US$122/t, 17% higher 
than a year ago. In Canadian dollars, the 
price increased by 10%, from CAN$132/t a 
year ago to CAN$145/t. To date, the spread 
between the PNW and Lethbridge price has 


averaged CAN$38/t, compared to CAN$20/t 
a year ago. This spread, as well as 
decreases in the other major exporters’ 
supplies, has provided good sales 
opportunities for Canada. 


For the remainder of 2005-2006, the PNW 
feed barley price is expected to average 
about CAN$135/t, $6/t below current prices, 
following the arrival of the new crop from 
Australia. Canadian feed barley exports for 
Pool B are expected to decrease 
significantly compared to Pool A. The 
annual average PNW feed barley price is 
forecast at CAN$140-145/t for 2005-2006, 
compared to CAN$139/t for 2004-2005 and 
the five year average of CAN$169/t. 


The Imperfect Substitution 

of Corn for Barley 

The strength of the PNW barley export 
price, relative to both domestic prices in 
Canada and corn prices in the US, is 
reflective of the imperfect substitution of 
corn for feed barley in both North America 
and world feed grain markets. A varied feed 
value for various animals, different feeding 
traditions/practices, special requirements, 
and logistic constraints are among the major 
elements underlying this imperfect 
substitution. 


CWB PRO 

The CWB November PRO for No.1 CW 
Feed Barley, Pool A is $126/t, in-store 
Vancouver/St. Lawrence, versus $117/t for 
Pool A of 2004-2005. For Alberta, the on- 
farm return from deliveries to Pool A 
average $77/t, close to that from off-Board 
deliveries. In 2004-2005, the on-farm return 


CANADIAN DOMESTIC AND EXPORT PRICES FOR 
FEED BARLEY AND US FARM PRICES FOR CORN 
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from the off-Board market was $14/t higher 
than for Board deliveries. The strength of 
the current CWB PRO is attracting Board 
deliveries from larger areas in the province 


For Pool B, the PRO is forecast by the CWB 
at $118/t, compared to $129/t for Pool B of 
2004-2005. Timely rains have boosted 
estimates for Australian barley production 
and the Canadian dollar is projected to 
remain strong, pressuring exports prices. 
The average PRO for 2005-2006, weighted 
by volume, is forecast by AAFC at about 
$125/t, compared to $123/t for 2004-2005. 


The shorter pooling period, created by 
splitting the crop year into Pool A and B, and 
new farm delivery programs and options 
have put the CWB in a better position to 
take advantage of sales opportunities, 
increase farm returns and better manage 
price risk. 


For more information, contact: 
Joe Wang 
Coarse Grain Analyst 
Phone: (204) 983-8461 
E-mail: wangzj@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES October 3, 2005 
PRAIRIE GRAINS 


Selected Points Price Basis 3-Oct-05 20-Sep-05 6-Sep-05 4-Oct-04 
From: Thunder Bay(WCE) (2) 
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ee a ee ee ee ee es ETS So yee 
EE a ee ee 
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4. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 

Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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2ANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION October 7, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha ------------------------ thousand metric tonnes - - - - --------------- Sit 

Dry Peas 
2001-2002 1,344 1,285 1) 45Y7/ 2,023 27 2,245 1,381 589 PAS 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 | PATA 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005 1,388 1,345 2.48 3,338 56 3,599 1,856 1,148 595 135 
2005-2006f 1,410 1,367 2.32 Sl 70 3,837 2,030 1,207 600 110-140 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 fe) 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005 778 750 1.28 962 10 1,010 449 316 245 310 
2005-2006f 860 815 1.47 1,200 15 1,460 600 310 550 245-275 
Dry Beans 
2001-2002 184 175 ile7A8, 298 42 380 263 82 35 725 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 Peas i 356 31 482 344 83 55 495 
2004-2005 163 126 tee 220 28 303 277 21 5 650 
2005-2006f 199 168 1.76 295 45 345 280 45 20 535-565 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005 47 39 leoit 51 4 Ths) 46 24 5 385 
2005-2006f Wil 76 1.47 112 5 122 75 37 10 415-445 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 ia 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 Pap 60 595 
2003-2004 340 328 0.69 226 2 288 121 TS 92 390 
2004-2005 317 304 1.01 306 1 399 119 86 194 295 
2005-2006f 217 212 1.00 212 1 407 140 87 180 280-310 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 Zon 243 0.93 226 0 246 167 12 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006f 204 195 le22 238 0 408 180 43 185 195-225 
Sunflower Seed 
2001-2002 73 67 1:55 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 Sia 21 200 105 60 35 440 
2003-2004 119 lS 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006f 98 83 1.34 111 25 154 60 74 20 370-400 
Buckwheat 
2001-2002 14 14 1.14 16 1 17 6 8 3 S25 
2002-2003 12 12 1.00 V2 1 16 6 U 3 340 
2003-2004 9 9 Aealist 10 1 14 5 7 2 B55 
2004-2005 fs) v4 0.71 5 1 8 4 4 0 355 
2005-2006f 7 5 1.00 5 1 6 3 3 0 340-370 
Total Pulse And Special Crops (‘c) 
2001-2002 Sh Si 2,993 123 3,681 120 4,543 2,671 1,203 669 
2002-2003 3,025 2,399 1.16 2,788 130 3,587 1,740 1,209 638 
2003-2004 2,797 2,732 35 3,680 81 4,399 2,491 1,404 504 
2004-2005 3,136 2,948 1.78 5237, 135 5,876 2,946 1,698 e232 
2005-2006f 3,070 2,921 1.83 5,345 162 6,739 3,368 1,806 1,565 


(a) August-July crop year. 

(b) Excludes products. 

(‘c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, October 7, 2005 


Source: Statistics Canada and industry consultations. 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


Total Canadian pulse and special crops production is estimated to increase by 2%, from 2004-05, to 5.35 million tonnes (Mt), based 
on Statistics Canada’s (STC) September production estimates and AAFC forecasts where STC estimates were not available. Total 
supply increased by 15% to 6.74 Mt, due to higher production and higher carry-in stocks. Exports are forecast to increase by 14% 
and domestic use by 6% due to stronger demand, but carry-out stocks are also expected to increase. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas, decrease for dry peas, lentils, dry beans, canary seed and sunflower 

seed, and be the same for mustard seed and buckwheat. 


October 7, 2005 


STC’s yield estimates are significantly higher than trend for Ontario, Saskatchewan and Alberta, and much below trend for 
Manitoba. Crop abandonment is estimated to be near normal, except for Manitoba where significantly higher than normal 
abandonment is estimated. Although harvest progress was delayed by rain and, in some cases, snow in western Canada, harvesting 
of dry peas and lentils is nearly complete in most areas. Most of mustard seed, dry beans, and chickpeas, and about half of canary 
seed and buckwheat have been harvested. The sunflower seed harvest has just started. Overall quality is expected to be better than 
in 2004-05, but generally lower than normal due to the precipitation in most areas of western Canada during harvest. The 
unharvested crops are generally sufficiently mature so that frost would not damage them. The main factor to watch is precipitation 
during the rest of the harvest period in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the 
US dollar and other currencies, ocean shipping rates, and growing and harvest conditions in major producing regions, especially 


United States, India and Australia. 


DRY PEAS 

For 2005-06, production is estimated to 
decrease by 5%, as a 2% rise in seeded area 
is more than offset by lower yields. 
Production is expected to decrease for 
yellow, green and other types. Supply is 
estimated to increase by 7% due to higher 
carry-in stocks. World supply is expected to 
increase slightly to 12.45 Mt, but use is 
forecast to increase, resulting in stable carry- 
out stocks. Canadian exports and domestic 
use are expected to increase due to stronger 
demand in the food markets in Asia and in 
the feed markets in the EU and Canada. 
Carry-out stocks are forecast to remain 
stable, with a stocks-to-use (s/u) ratio of 
19%. The average price, over all types, 
grades and markets, is forecast to decrease 
due to the higher world supply. 


LENTILS 

For 2005-06, production and supply are 
estimated to increase significantly, due to an 
11% rise in seeded area, higher yields and 
higher carry-in stocks. Production is 
expected to increase for large green, small 
green and red types, but remain stable for the 
medium green type. World supply is forecast 
to increase by 15% to 4.49 Mt. Although 
world use is expected to increase because of 
higher demand, resulting mostly from lower 
prices, carry-out stocks are forecast to rise. 
Canadian exports are expected to increase by 
34% due to the higher demand. Carry-out 
stocks are forecast to rise significantly, with 
a s/u ratio of 60%. The average price, over 
all types and grades, is forecast to decrease 
because of the higher world supply. 


DRY BEANS 

For 2005-06, production and supply are 
estimated to increase, due to a 22% rise in 
seeded area and lower abandonment. 
Production is expected to increase for white 
pea, pinto, black, dark and light red kidney, 
and cranberry beans, but remain stable for 
Great Northern, small red and pink beans. 


US production is estimated to increase by 
44% to 1.12 Mt, while supply increases by 
only 20% to 1.26 Mt due to lower carry-in 
stocks. Canadian exports are forecast to 
increase slightly due to higher supply. 
Carry-out stocks are expected to increase, but 
remain low. The average price, over all 
classes and grades, is forecast to decrease 
due to the higher US and Canadian supply. 


CHICKPEAS 

For 2005-06, production and supply are 
estimated to increase, because of a 65% 
increase in seeded area, lower abandonment 
and higher yields. Production is expected to 
increase for large and small kabuli types, but 
remain stable for the desi type. World supply 
is expected to increase marginally to 

8.97 Mt. Canadian exports are forecast to 
increase due to the higher supply. Carry-out 
stocks are expected to increase, but remain 
low. The average price, over all types, 
grades and sizes, is forecast to increase due 
to higher quality and a shift to the production 
of the higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production is estimated to 
decrease by 31% because of a 32% fall in 
seeded area. Production is expected to 
decrease for all types, yellow, brown and 
oriental. Supply is estimated to increase 
slightly due to higher carry-in stocks. 
Although exports are forecast to rise due to 
higher demand, carry-out stocks are forecast 
to decrease only slightly, with a s/u ratio of 
79%. The average price, over all types and 
grades, is expected to be the same as in 
2004-05 as higher quality offsets pressure 
from the higher supply. 


CANARY SEED 

For 2005-06, production is estimated to 
decrease by 21%, as a 43% fall in seeded 
area is mostly offset by higher yields. 
Supply is estimated to increase by 11%, as 
higher carry-in stocks more than offset the 


fall in production. World supply, 90% of 
which is in Canada, is forecast to increase by 
10% to 448,000 t. Although Canadian 
exports are expected to increase due to 
higher demand, carry-out stocks are forecast 
to rise, with a s/u ratio of 83%. The average 
price is forecast to decrease because of the 
higher world supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
estimated to increase due to a 12% rise in 
seeded area, lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US 
supply is forecast to increase by 49% to 

1.62 Mt. World supply is expected to 
increase by 6% to 29.0 Mt. Canadian exports 
and domestic use are forecast to increase 
because of the higher supply. Carry-out 
stocks are expected to increase slightly, but 
remain low. The average price, over both 
types and all grades, is forecast to decrease 
because of the higher US and Canadian 


supply. 


BUCKWHEAT 

For 2005-06, Canadian production is forecast 
to remain stable, as a lower seeded area is 
offset by lower abandonment and higher 
yields. Supply is expected to decrease due to 
lower carry-in stocks. Exports and domestic 
use are forecast to decrease, and carry-out 
stocks are expected to be negligible. The 
average price is forecast to be the same as in 
2004-05. 


FURTHER INFORMATION: 

Stan Skrypetz ...............000 (204) 983-8972 
E-mail skrypetzs@agr.ge.ca 

Fred Oleson, Chief ............ (204) 983-0807 
Btn ail se. Sactaeveecetstoenaes olesonf@agr.gc.ca 
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www.aegr.gc.ca/mad-dam/ 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION October 7, 2005 


Grain and Area Imports Total Exports Food & Feed, Total Carry-out Average 
Crop Year Seeded Harvested Yield Production (b) Supply (c) feed ie ee rine Stocks Price (f) 
(2) .eey ee ee 000 ha--------- rr thousand metric tonnes--------------------------------------- $/t 
Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 PASP 219 683 1,789 224.21 
2004-2005 2,230 2,141 72 oie 4,962 1 6,752 3,218 240 555 1,013 2,021 200 * 
2005-2006F Zazoe 2,228 2.41 5,378 1 7,900 3,700 245 565 1,000 3,200 188 * 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 1 GmEZOro95 12,299 2725 3,223 6,805 4,291 206.03 
2004-2005 8,169 UMP aii 20,898 13° 925:203 11,586 2,791 4,567 8,145 5,471 188 * 
2005-2006F 7,863 7,603 2.65 20,169 1559 25-659 13,500 2,800 3,975 7,655 4,500 189 * 
All Wheat 
2003-2004 10,662 10,467 225 ZOOL 16° 29)295 1727 3,027 3,442 7,488 6,080 
2004-2005 10,339 9,862 2.62 25,860 14 31,954 14,805 3,032 B22 9,158 7,992 
2005-2006F 10,116 9,831 2.60 25,547 1 SL SIS) 17,200 3,045 4,540 8,655 7,700 
Barley 
2003-2004 5,046 4,446 Deh 12,328 36 13,838 2,456 287 8,579 9,280 2,102 135.8 
2004-2005 4,678 4,050 3.26 13,186 80 15,368 1,862 263 9,348 10,017 3,489 112.15 
oe eae 4,481 3,880 3:13 IZA33 30 15,652 2,500 360 10,002 10,752 2,400 100-120 
orn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 353 2,415 8,882 11,310 1,143 137.18 
2004-2005 1,185 1,072 8.24 8,836 2,413 12,391 203 2,395 7,980 10,387 1,802 100.68 
2005-2006F PS 1,094 Tet o. 8,452 2,000 12,254 150 2,450 8,389 10,854 1,250 90-110 
Oats 
2003-2004 (2 IM (eZ Reyes 2.34 3,691 19 4,234 T55¢ 140 1,581 1,888 788 136.65 
2004-2005 1,995 eHls 2.80 3,683 25 4,496 1,672 110 i BS 1,836 988 130.68 
2005-2006F 1,875 1,342 2.48 3,334 15 4,337 1,600 140 1,527 ESTs 900 120-140 
Rye 
2003-2004 246 147 72 pape 327 0 352 172 47 47 112 68 104.44 
2004-2005 284 165 2:53 418 1 487 122 48 155 220 145 70-80 
2005-2006F 218 167 P23 386 1 532 150 48 167 232 150 70-90 
Mixed Grains 
2003-2004 241 135 2.84 384 0 384 0 0 384 384 
2004-2005 220 111 2.87 318 0 318 0 0 318 318 
2005-2006F 211 108 2.69 292 0 292 0 0 292 292 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 26,317 ZAG2Zy 1.615 4,538 2,889 19,474 22,975 4,101 
2004-2005 8,362 6,713 3.94 26,441 pS) ES} (OLSH 3,859 2,010 19,356 22,140 6,424 
2005-2006F UGS 6,591 SRE 24,596 2,046 33,066 4,400 2,998 20,376 23,966 4,700 
Canola 
2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 113 3,545 609 387.04 
2004-2005 5,319 4,938 i dsy7/ 7,728 107 8,444 3,412 3,031 326 3,402 1,629 309.15 
2005-2006F 5,374 5,154 1.64 8,447 150 10,226 3,900 3,200 581 3,826 2,500 260-300 
Flaxseed 
2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 
2004-2005 728 528 0.98 517 38 648 468 n/a n/a 150 30 n/a 
2005-2006F 844 811 1.28 1,035 20 1,085 700 n/a n/a 235 150 305-345 
Soybeans 
2003-2004 1,051 1,047 oll, 2,268 587 3,000 914 1,500” 319 1,947 140 395.04 
2004-2005 1,229 1,178 2.59 3,048 390 S58 We 1,610" 457 2,193 270 248 
2005-2006F (ne 1,162 2.59 3,007 250 Sio2t 1,100 1,750" 417 2,277 150 200-240 
Total Oilseeds 
2003-2004 GOs 6,464 1:52 9,794 850 11,811 5,277 n/a n/a 5,693 841 
2004-2005 hPa 6,643 1.70 11,293 535 12,669 4,995 n/a n/a 5,745 1,929 
2005-2006F 7,394 7,128 1325 12,489 420 14,838 5,700 n/a nla 6,338 2,800 
Total Grains And Oilseeds 
2003-2004 26,263 24,461 2.44 59,663 SOR) TANS 25,541 n/a n/a 36,156 11,022 
2004-2005 26,038 23,219 2.74 63,595 3,068 77,684 23,659 n/a n/a 37,681 16,345 
2005-2006F 25,425 23,549 2.66 62,632 2,482 81,459 27,300 n/a n/a 38,959 15,200 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 
* CWB Pool Return Outlook (PRO) — September 22, 2005 

1/ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

F: forecast - Agriculture and Agri-Food Canada — October 7, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, Canadian grain and oilseed (G&O) production is estimated by AAFC to decrease to 62.6 million tonnes (Mt), from 63.6 Mt in 2004-05, 
versus the 10-year average of 59.2 Mt, based on Statistics Canada’s “September Estimate of Production of Principal Field Crops, Canada, 2005”. 
Production in western Canada is estimated to decrease slightly from 2004-05, to 47.9 Mt, with lower yields more than offsetting higher harvested 
area. The harvest in western Canada is about 70% complete, about 10 days behind normal due to wet conditions in many regions. The quality of the 
crop is expected to be below normal, although better than last year’s poor quality crop. In eastern Canada, production is estimated to be down by 
4% from 2004-05 at 14.9 Mt. In Ontario and Quebec, generally hot and dry weather reduced yields and lowered the production of corn and 


soybeans. 


October 7, 2005 


Total supply of G&O in Canada is forecast to increase to a record 81.5 Mt, due to sharply higher carry-in stocks. Exports are forecast to increase 
by 15% to 27.3 Mt. Total domestic usage is also forecast to increase but carry-out stocks will remain historically high. Generally, world wheat and 
corn prices are forecast to be similar to last year, with soybean prices expected to decrease. Prices in Canada will continue to be pressured by the 
strong Canadian dollar. The major factors to watch are: harvest conditions in Canada and the US, import demand from China, EU export 
subsidies, ocean freight rates, Canadian trade investigations into imports of US corn, and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is estimated to decline by 
4%, but remain slightly above the 10-year average. 
Despite the smallest seeded area since 1974-75, 
yields are a near-record 39.4 bu/ac. Total supply is 
up marginally, due to higher carry-in stocks. The 
percent of the crop falling into the top grades is 
expected to be lower than normal, although better 
than 2004-05, and the carry-in stocks are also 
estimated to be mainly of lower grades. As a 
result, domestic feed use is forecast to decrease 
from last year but remain higher than normal. Due 
to increased supplies of milling quality, exports 
are forecast to rise by 17%. Much of the lower 
quality wheat is expected to be absorbed by the 
domestic feed industry. Carry-out stocks are 
forecast to decline. The Canadian Wheat Board 
(CWB) September Pool Return Outlook (PRO) is 
equal to or above 2004-05 for most grades and 
classes of wheat, except high protein No.1 CWRS. 
Protein premiums are forecast to decline from last 
year, due to larger supplies of high quality spring 
wheat, but remain above the previous 3 years. 


DURUM 

Production is estimated to rise by 8% due to yields 
which are 4% above 2004-05, and 19% above the 
10-year average. Total supply is up by 17% ata 
record 7.9 Mt. Exports are expected to increase by 
15% due to higher demand from major importers 
resulting from dryness in North Africa and 
southern Europe. However, more competition 
from other exporters and the inelastic nature of 
durum demand will pressure exports. As a result, 
carry-out stocks are projected to rise by 27% to a 
record 3.2 Mt, equal to 70% of 10-year average 
production. It is therefore unlikely that the CWB 
will be able to accept delivery of all durum offered 
by farmers in 2005-06, and farm-held stocks are 
forecast to increase by almost 70% to a record 

1.7 Mt. The CWB 2005-06 PRO is significantly 
below 2004-05 for all milling grades, due to larger 
supplies in both the US and Canada. 


BARLEY 

Production is estimated to fall by 8% from 
2004-05, as a result of lower area and yields. Total 
supply, however, is projected to increase slightly 
due to high carry-in stocks which resulted from the 
large production of low-quality barley in 2004-05. 
The quality of the 2005-06 crop is estimated to be 
below normal. Exports are forecast to rise by 34% 
due to higher feed barley exports. Carry-out stocks 
are expected to drop significantly, returning to a 
near-normal level. The off-Board feed barley price 
is forecast to decline slightly. Malting barley 
prices will be pressured by higher world 
production, with the CWB PRO for Special Select 
2-Row down by $8/t from 2004-05 at $171/t. 


OATS 

Production is estimated to decrease by 10% due to 
lower yields. Total supply is expected to decline 
by 4%, as lower production more than offsets 
higher carry-in stocks. Exports are forecast to 
decline marginally due to lower US import 
demand. Carry-out stocks are expected to 
decrease. Feed oat prices are forecast to be similar 
to 2004-05. 


CORN 

Production is estimated to decline by 4% because 
of lower yields. However, carry-in stocks are 
significantly higher than for 2004 05, so that 
domestic supply is estimated to increase by 3%. 
Corn imports, mainly from the US into eastern 
Canada, are therefore expected to decrease by 
17%. Food and industrial use is forecast to rise, as 
a result of increased ethanol production. Canadian 
prices are expected to be similar to 2004-05, as 
the impact of lower US corn prices and the strong 
Canadian dollar is offset by lower carry-out stocks 
in Canada. 


CANOLA 

Production is estimated to rise by 9% to the second 
highest level on record. Total supply is expected to 
increase by 21% because of significantly higher 
carry-in stocks. Crop quality is expected to be 
slightly above normal due to good growing 
conditions across the western prairies, which have 


more than offset the excessive moisture and poor 
crops in eastern Manitoba. Domestic crush and 
exports are forecast to rise by only 6% and 14% 
respectively, due to competition from large 
supplies of palm oil and soybeans in competing 
countries. Carry-out stocks are forecast to increase 
sharply, to a record 2.5 Mt. The average price is 
forecast to fall, under pressure from low US soyoil 
prices and the burdensome carry-out stocks in 
Canada. 


FLAXSEED (excluding solin) 

Production is estimated to double, reaching the 
highest level since 1998-99, due to significantly 
higher seeded area and yields. Total supply is 
expected to rise by 67%. Exports are forecast to 
increase sharply on support from high domestic 
supplies, strong EU demand and higher crude oil 
prices. Carry-out stocks are expected to rise 
sharply, but are not expected to be burdensome. 
The average price is expected to decline. 


SOYBEANS 

Production is estimated to fall marginally due to 
lower seeded area. Domestic supply is estimated to 
increase due to significantly higher carry-in stocks. 
Imports from the US are expected to decrease by 
36%. Domestic use is expected to rise to a near 
record level. Exports are forecast to decrease only 
marginally despite competition from large US and 
South American supplies. The average Chatham 
price is forecast to fall, due to weaker world 
soybean prices and the strong Canadian dollar. 


FURTHER INFORMATION: 
Wheat.....Glenn Lennox.... (204) 983-8465 
WTA vc-nceerccsrccaccvosasese lennoxg@agr.gc.ca 
Coarse Grains......Joe Wang ...... 983-8461 
ELI all ..<:-<csarsenescessasnees wangjz@agr.ge.ca 
Oilseeds........ Chris Beckman ....... 984-4929 
RR eiUh Ql oererncecnegesccaseaceee beckmac@agr.gc.ca 
Fred Oleson, Chief ..............s000000 983-0807 
MGeHY Ail cos enesccscsscocersee ee olesonf@agr.gc.ca 


www.agr.ge.ca/mad-dam/ 
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BUCKWHEAT / FLAXSEED 


Gov't Publications 


Buckwheat has many uses and is rated as one of the best sources of high biological value protein in the plant kingdom. In spite 
of its name, buckwheat is technically a fruit or a nut rather than a cereal grain. Although production in Canada has fallen to 
a low level, it is expected to increase over the longer term with the development of new varieties and increased consumption in 
Canada and the United States (US). This issue of the Bi-weekly Bulletin examines the situation and outlook for buckwheat. 


WORLD 


World buckwheat production has been 
variable, but trending downwards during the 
past 10 years. China generally produces about 
50% of the world’s buckwheat, Russia about 
20% and Ukraine about 15%. 


World buckwheat exports averaged 173,000 
tonnes per year during the 5 year period 
ending in 2004. China normally accounts for 
about 75% of the exports and Japan normally 
accounts for about 60% of the imports. 


CANADA 


Production 
Buckwheat is a broadleaf plant which grows 
best in well drained light to medium textured 


2001 
-2002 


3,089 
0.84 


2002 
-2003 


2,051 
0.89 


Harvested Area (kha) 
Average Yields (t/ha) 


China 1,250 968 
Russia 574 302 
Ukraine 388 209 
France 59 81 
United States 65 65 
Poland 59 40 
Brazil 50 48 
Kazakhstan 45 30 
Japan 26 25 
Canada* 16 12 
Other 55) eee I 
Total World 2,587 1,821 


f: forecast, AAFC - October 2005 


WORLD: BUCKWHEAT PRODUCTION 


2003 
-2004 


2,133 
TAS 


1,340 
525 650 550 


48 48 50 
30 24 30 
26 27 25 
10 5 ) 
42 59 45 
2,543 


Source: FAO, except *Statistics Canada - October 2005 


soils. Seeding normally takes place in the 
early part of June, after the risk of frost is gone. 
It matures in 80-90 days and makes an 
excellent rotation with cereal grains. It requires 
less nitrogen than cereal crops and is very 
efficient at removing phosphorus from the soil 
for its own needs. It also increases the 
phosphorus available for subsequent crops 
through its decomposing residue. Buckwheat 
is susceptible to stress during dry periods 
because the stomata stays open causing the 
plant to wilt. Weed control in buckwheat is a 
challenge since there are few herbicides 
available, particularly for broadleaf weeds. 
Since it is sown late, weeds are generally 
controlled with cultivation before seeding. 
Canadian buckwheat is normally harvested in 
September and early October. 


Buckwheat production 
in Canada has been 
trending downwards 
during the past 20 
years. Although 
buckwheat is produced 
from the Maritimes to 
Alberta, Manitoba 
normally accounts for 
more than half of 
Canadian production, 
with most of the rest 


2004 
-2005 


2,621 2,500 
1.09 


293 300 | produced in Ontario 
102 138 80} and Quebec. 
65 65 65 
44 59 50| Uses 


Buckwheat is very 
nutritious and is used to 
make a wide range of 
products. The protein 
of buckwheat is 
comparable to animal- 
based proteins and is 
easily digestible. It has 
a well-balanced amino 


acid composition that is complementary to 
cereal grains, and buckwheat is high in iron, 
potassium, magnesium, sulfur and 
phosphorus, as well as vitamins B and P. 
Buckwheat is virtually fat free and is gluten 
free. An important by-product of buckwheat 
production is buckwheat honey, produced from 
nectar collected from buckwheat flowers by 
bees. 


Buckwheat is milled into light or dark flour or 
processed into groats, the meat of the seed, 
and grits which are essentially cracked groats. 
Buckwheat flour is mixed with wheat flour to 
make noodles called Soba in Japan. Large 
seeded varieties, such as Koban and Koto, 
have a starch content about 7-8% higher than 
other varieties. In addition, the starch is softer, 
which makes the noodles chewy. This is a 
desirable trait. It also enables Japanese 
buckwheat millers to use up to 80% buckwheat 
in their noodle mixes compared to the usual 
blend of 50% buckwheat and 50% wheat flour. 
Buckwheat flour is also used for pancake 
mixtures or mixed with wheat flour for baking 
bread, rolls and cakes. As well, it is mixed with 
semolina to make pasta and is used in 
breakfast cereals, puffed snacks and stuffing. 
Since buckwheat does not contain gluten, it 
can be used to produce flour rich in high quality 
proteins, valuable for people with gluten 
sensitive enteropathy (celiac disease). 


The groats and grits can be eaten plain, 
roasted or flavoured. Roasted groats and grits 
are called “kasha” in central and eastern 
Europe and are eaten as a porridge or used as 
a stuffing. The groats are also used to 
decorate bread and other baked goods. They 
are also used as a meat substitute or extender, 
for stuffing meats and vegetables, for mixing in 
soups and stews, and as a side dish. 
Buckwheat is also used in the manufacture of 
beer and ice cream. 


Canada 


WORLD: BUCKWHEAT EXPORTS 


calendar year 2000 2001 2002 2003 2004 


pads. 


104 Marketing 


Netherlands* 10 
United States 17 
Canada 

Ukraine 

Poland 

Russia 

Other 

Total 


* re-exports 
2000 2001 


calendar year 2002 2003 2004 


Some light weight buckwheat seed is 
used for bird seed mixtures. The hull can 
be used to make pillows and heating 


All of the buckwheat produced in Canada 
is sold on the open market to dealers. It 
is normally sold within a year after 
harvest, as it tends to lose its value when 
new crop starts to come into the market. 


The Canadian Special Crops Association 
(CSCA) (www.specialcrops.mb.ca) 
establishes trade rules for domestic trade 
and serves as a forum for exporters, 
dealers and brokers involved in the 
industry of trading Canada’s pulse and 
special crops, including buckwheat. The 
website includes a section where buyers 
can submit a request for prices and 


93 information on buckwheat uses, nutrition 


Russia 1 
France 14 
Netherlands 

United States 

Other aU EY! 
Total 168 164 


Source: FAO, Global Trade Atlas & Statistics Canada — 
October 2005 


and health benefits. 


181 


The Canadian Grain Commission (CGC) 
administers quality control standards for 
buckwheat. For further information, or to 
access the Official Grain Grading Guide, 
please visit the CGC website: 
www.grainscanada.gc.ca 


Domestic Use, Exports and Prices 


CANADA: BUCKWHEAT SUPPLY AND DISPOSITION 


August-July 2001 2002 2003 2004 
crop year -2002 -2003 -2004 -2005 


Seeded Area (kha) 14 12 9 9 U 
Harvested Area (kha) 14 12 9 7 S 
Yield (t/ha) 1.14 1.11 0.71 


Carry-in stocks 2 0 
Production 16 12 10 5 5 
Imports 1 1 1 1 1 
Supply 17 16 14 8 6 
Exports: 
United States 2.8 1a Zh 1.8 ies} 
Japan 3.0 4.0 1.9 1.4 13 
Other 0.2 0.3 0.4 0.8 0.4 


Total Exports 


Total Domestic Use 
Total Use 
Carry-out Stocks 


Seeded Area (kac) 35 30 22 22 Ue 
Harvested Area (kac) ie) 30 22 17 12 
Yield (bu/ac) 21 19 Pa 13 19 


Average producer price* 
Yellow $/t 325 340 
$/bu 7.08 7.40 


* Canada, average over all grades and markets 
f: forecast, Agriculture and Agri-Food Canada, October 2005 
Source: Statistics Canada and AAFC 


355 
1.73 


355 340-370 
7.73 7.40-8.05 


There are several 
small processors 
of buckwheat in 
Canada, 
concentrating on 
milling buckwheat 
for flour, groats 
and grits, 
including for the 
organic food 
market. Some 
buckwheat is 
used in bird seed 
mixtures. 


Japan and the 
US are the main 
markets for 
Canadian 
buckwheat. 
Canadian 
buckwheat 
imports are 
mainly from the 
US. 


Average 
Canadian prices, 
over all grades 
and markets, 
have been 
relatively stable 
during the past 
ten years. Most 


of the buckwheat is grown under contract 
which guarantees the price for part, or all, of 
the production before seeding. 


OUTLOOK 


2005-2006 

World buckwheat production is forecast to 
decrease from the higher than trend production 
level in 2004-05. 


Canadian production is forecast to remain 
stable, as a decrease in seeded area is offset 
by higher yields. However, supply is forecast 
to fall because of lower carry-in stocks, 
resulting in lower exports and domestic use. 
Carry-out stocks are expected to be negligible. 
The average price, over all grades and 
markets, is forecast to remain stable. 


Canada: Longer Term 

There are three main challenges which are 
limiting buckwheat production in Canada: (1) 
low yields, (2) lack of frost tolerance, and (3) 
the difficulty in controlling weeds. Work is 
underway in all three areas and improvements 
would increase the economic viability of 
buckwheat production. 


Another method of improving the economic 
viability of buckwheat production is to increase 
demand and strengthen prices. This involves 
the development of varieties which are more 
desirable in Japan and by promoting the health 
benefits of eating buckwheat products to the 
consumers in North America. 


The North American Buckwheat Promotion 
Committee is working “to develop and promote 
expanding use of buckwheat and its products 
by creating awareness of buckwheat’s natural 
nutritional advantages’. 


Buckwheat has the potential to be used in 
pharmaceutical and nutraceutical products. It 
is high in lysine, an amino acid used in 
nutraceuticals. Buckwheat contains 
antioxidants: rutin, quercetin, hyperoside, 
catechin, epicatechin and proanthocyanidins. 


Higher use in Canada and the US, as well as 
higher shipments to Japan and other overseas 
markets, would increase production, increase 
crop diversification and expand domestic 
processing. 


For periodic updates on the situation and 
outlook for buckwheat, visit 
Market Analysis Division Online for 
“Canada: Pulse and Special Crops Outlook.” 


For more information, please contact 
Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 


N AND OUTLOOK 


Canada continues to be the world’s largest producer and exporter of flaxseed, representing about 80% of world trade. Asa 
result, Canadian supply conditions have a major impact on the world flaxseed market. Canada has exported an average of 
almost $250 million per year in flaxseed for the past 5 years. For 2005-2006, Canadian supplies are forecast to rise by about 
two-thirds as the largest flaxseed crop in recent history is moderated by record low carry-in stocks. Exports are also expected 
to increase significantly. Prices are projected to fall sharply, to a near normal $325 a tonne (/t), from over $500/t for much of 
2004-2005. This issue of the Bi-weekly Bulletin examines the situation and outlook for flaxseed for 2005-2006 and 2006-2007. 


WORLD 


World production of the 10 major oilseeds 
(soybeans, cottonseed, canola/rapeseed, 
peanuts, sunflower seed, palm kernels, copra, 
sesame seed, flaxseed, and castorseed) is 
estimated at 377.3 million tones (Mt) in 2005- 


2006, an increase of only 3 Mt over 2004-2005. 


Flaxseed production is estimated at 2.60 Mt, 
less than one percent of world output. 


World production of flaxseed has ranged 
between 2.0 Mt and 2.5 Mt over the past 5 
years. By contrast, the world flaxseed crush 
has averaged a stable 1.86 Mt annually over 
the past five years. The EU-25 has the largest 
domestic crushing sector followed by China 
and the US. The crushing process produces 
two products, linseed (flaxseed) oil and linseed 
(flaxseed) meal. 


For 2004-2005, world processing of flaxseed 
declined slightly to 1.82 Mt from 1.92 Mt in 
2003-2004, because of a reduced EU-25 
crush. Flaxseed was in short supply following 
a mid-August frost across the major flaxseed 
growing regions in Canada which struck a late 
seeded and immature crop. As a result, both 
crop volume and quality were in short supply, 


WORLD: FLAXSEED 
SUPPLY AND DISPOSITION 


2003 
-2004 


2004 
-2005e 


0.19 


Carry-in stocks 


Production 
Canada* 0.75 0.52 
China 0.45 0.46 
United States 0.27 0.27 
India 0.23 0.20 
EU-25 0.17 0.16 
Other 0.29 0.42 


Total Production 2.03 
Total Supply 2.22 


Crush 1.92 1.82 
Other 0.28 
Total Use 2.10 


Carry-out Stocks 0.12 
Trade 0.64 


e: estimate, Oil World, June 13, 2005 
f: forecast, AAFC - October 2005 


-2006f 


Source: Oil World, except *which is Statistics Canada 


resulting in demand rationing of Canadian 
flaxseed into the EU-25. 


The reduced EU crush was mostly offset by an 
increase in US crush to about 0.37 Mt for 
2004-2005. The increase in US crush was 
supported by increased imports from Canada 
and by a stable US production of 0.27 Mt. 
Chinese crushing of flaxseed remained stable 
at 0.42 Mt supported by the availability of 
domestic supplies. 


Trade 

For 2004-2005, world trade in flaxseed 
declined sharply to 0.64 Mt, from 0.82 Mt the 
previous year due to production problems in 
Canada. Most of the world trade in flaxseed 
consists of Canadian exports to the EU-25 and 
to the US. Minor volumes are exported from 
the US and Argentina, with North American 
shipments ranging from 11,000 t to 100,000 t 
over the past five years while Argentine 
exports peaked at 23,300 t in 2004-2005. 


The EU-25 imports from 0.4 Mt to about 0.6 Mt 
of flaxseed annually, while the US typically 
imports 50,000 t to 150,000 t of flaxseed a 
year. 


Linseed Oil and Meal 

World production of linseed oil ranged from 
about 0.6 Mt to 0.7 Mt over the past 5 years. 
The major producers of linseed oil are the 
EU-25, the US and China. As it is 
commonly used in industrial products such 
as paints, paint thinners and linoleum, all of 
which compete against petroleum based 


COUNTRY OF DESTINATION 


2003 
-2004 


2004 
-2005p 


August-July 
crop year 


EU-25 
Belgium 312.5 
Netherlands : 0.0 


Germany ; 0.0 


3.0 
Total EU-25 315.5 


United States oor 
Japan ; 19.0 
Egypt 200 
World 467.8 


Other 


p: preliminary 
f: forecast, AAFC - October 2005 
Source: Statistics Canada 


2005 
-2006f 


500.0 
20.0 
1.0] The US is forecast to produce 0.43 Mt of 
_1.0 
522.0 


125.0 
35.0 
18.0 

700.0 


products, demand and prices for linseed oil are 
more affected by world crude oil prices than 
they are by other vegetable oils. Rising crude 
oil prices are expected to support the demand 
for linseed oil. Not surprisingly, the EU-25, 
China and the US are the major users of 
linseed oil. World trade in linseed oil is slightly 
above 0.1 Mt annually, with the EU-25 and the 
US each roughly accounting for one-third of the 
trade. 


World linseed meal production ranges from 
1.1 Mt to 1.4 Mt annually over the past 5 years. 
The EU-25 produces roughly about one-third of 
the world’s linseed meal, followed by China at 
one-quarter and the US at slightly under one 
fifth market share. Most of the meal is 
consumed within the producing country with 
only about 60,000 t per year traded over the 
past six years. Of that, Canada accounted for 
about one-half of the world’s exports in linseed 
meal which went to the US and the EU-25. 


Situation 

For 2005-2006, world production of flaxseed is 
estimated to rise by over 0.5 Mt on support 
from increased production in Canada and the 
US. World flaxseed supplies are expected to 
rise by about 25% as the higher output more 
than offsets the decline in carry-in stocks. 
World usage is projected to rise supported by 
increased supplies and higher crude oil prices 
which continue to trade at over US$60 a barrel. 
World trade is forecast to rise by 36% because 
of higher Canadian exports to the EU-25. 
Carry-out stocks are forecast to rise sharply, 
with about one-half of the ending stocks 
located in Canada. 


CANADA: FLAXSEED EXPORTS BY 


China is expected to be the world’s 
second largest producer of flaxseed in 
2005-2006, producing 0.48 Mt which is a 
slight increase from 2004-2005. Most of 
the linseed grown in China is processed 
domestically with only about 5,000 t 
expected to be exported. China is also 
not a major trader in linseed oil or meal. 


flaxseed for 2005-2006, a sharp rise from 
the 0.27 Mt per year produced for the 
previous 3 years. The increase is due to 
a rise in seeded area resulting from the 
unusually high flaxseed prices of 2004- 
2005. Total supplies are forecast to rise 
to slightly under 0.6 Mt as the US imports 
about 0.12 Mt of flaxseed from Canada. 
Total American usage is expected to rise 
with about 0.55 Mt being processed 


domestically and around 0.05 Mt being 
exported. Linseed oil output is forecast to rise 
to 0.19 Mt while total meal production is about 
0.36 Mt. Most of the oil and meal is expected 
to be consumed domestically, while about 
50,000 t of linseed oil and 40,000 t of linseed 
meal is exported. 


In the EU-25 for 2005-2006, the supply of 
flaxseed is forecast to rise as Output rises 
marginally and imports are forecast to increase 
to 0.6 Mt, from 0.45 Mt, for 2004-2005. Asa 
result, crushing of flaxseed is forecast to rise 
by 0.1 Mt, to 0.58 Mt, for 2005-2006 while 
about 0.18 Mt of flaxseed are destined for 
bakery products and animal feed, etc. Carry- 
out stocks are forecast at a minimal 30,000 t. 
Linseed oil production is forecast to rise to 
around 0.2 Mt, most of which will be consumed 
internally. Similarly, linseed meal output is 
forecast to return to a near normal 0.35 Mt, 
which will be largely consumed within the 
EU-25. 


Canadian production of flaxseed is estimated 
to more than double for 2005-2006, partly the 
result of an over 50% increase in seeded area 
and partly because of a sharp rise in expected 
yields. However, total supplies are projected to 
increase by only 67% due to record low Carry- 
in stocks. Exports are projected to rise to the 
highest level since 1998-1999 due to strong 
EU and US import demand as a result of 
Spillover support from high crude oil prices. 
Total domestic use is forecast to rise by 56% 
as a result of higher crush, increased food 
consumption and higher feed, waste and 
dockage. Carry-out stocks are forecast to rise 
fivefold but at 0.15 Mt are not considered 


CANADA: FLAXSEED 
SUPPLY AND DISPOSITION 


CANADA: FLAXSEED PRICE* 


Perry Fe Rr Pry Triryy 
j j 


* No.1 CW, cash, in-store Thunder Bay ; Source: Winnipeg Commodity Exchange 


FLAXSEED FUTURES CONTRACT 


On September 8, 2005, the Winnipeg Commodity Exchange (WCE) announced that it was de-activating 
the flaxseed futures and options contracts from trading on the electronic trading platform. The WCE 
Oilseeds Committee is recommending to the WCE Board of Directors that the flaxseed futures and 
options contracts be de-listed due to the lack of liquidity in these contracts. The flaxseed futures 
contract has not traded since December 7, 2004. The Board of Directors will reconsider the 
recommendation at their meeting scheduled for October 19, 2005. 


burdensome. Flaxseed prices are forecast to 
average about $330/t for 2005-2006, a sharp 
decline from 2004-2005 due to increased 
supplies. 


while flaxseed prices rise slightly on support 
from high crude oil prices. 


For more information, please contact 
Chris Beckman, Oilseeds Analyst 
Phone: (204) 983-8972 
E-mail: beckmac@agr.gc.ca 


Canadian linseed oil production is forecast to 
rise slightly, but remain below 30,000 t for 
2005-2006 with both imports and exports 
expected to range between 5,000 t to 

10,000 t. Similarly, linseed meal production is 
forecast to rise to slightly below 50,000 t. 
About 20,000 t is expected to be exported, 
mostly to the US. 
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For 2006-2007, world flaxseed production 
is projected to decline Slightly mainly due to 
lower production in Canada. However, total 


August-July 2003 2004 2005 world supplies are projected to rise peels Policy Branch 
crop year “2004 = -2005 = - 2006 marginally as sharply higher carry-in stocks ttn i-Food Canada. 
Harvested Area (kha) 728 528 811 | Offset the drop in output. World crush of Winnipeg, Manitoba, Canada R3C 3G7 
Average Yields (t/ha) 1.04 0.98 1.28 | flaxseed is projected to rise marginally, to Telephone: (204) 983-8473 


slightly over 2.0 Mt, indicating a slight 


, : : Fax: (204) 983-5524 
increase in world linseed oil and linseed 


n/a = not available 
f: forecast, AAFC — October 2005 


Source: Statistics Canada 


“No. 1 CW, Winnipeg Commodity Exchange, cash 


Carry-in stocks 129 93 30 | meal output. World trade is projected to Director: Maggie Liu 
Production 754 517 1,035 | rise slightly. Carry-out stocks are also Chief: Fred Oleson 
Imports 20 38 20 | Projected to rise slightly. : 
Total Suppl 903 648 1,085 : : 
Ase For 2006-2007, the area seeded to flaxseed A/Editor: Arthur Friesen 
Exports 609 468 700 | in Canada is expected to decrease under 
Total Domestic Use 202 150 235 | pressure from lower prices in 2005-2006. To receive a free e-mail subscription to Bi- 
Total Use 811 618 935 | Total output of flaxseed is projected to sein Bulletin, please send your request to 
ulletin@agr.gc.ca. 
Carry-out Stocks 93 30 150 ell . ae 1.0 Mt due pe = 
combination of lower area and lower vields. ae 
Price* CANS per tonne, 305 | In early October, 30% of the pet rs eect ance title 
in-store, ThunderBay  382,—Sss n/a. 345 Le Bulletin bimensuel 


remained unharvested. Flaxseed supplies 
are projected to rise slightly as sharply 
higher carry-in stocks more than offset the 
decline in output. Exports and total 
domestic use are projected to remain 
Stable. Carry-out stocks are forecast to rise 
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While the Market Ana ysis Division assumes responsibility for all information contained in this bulletin, 


we wish to gratefully acknowledge input from the following: 


Flax Council of Canada, Manitoba Agriculture, Food and Rural Initiatives, Market and Industry Services Branch (AAFC) 


B. CASH PRICES AND REPLACEMENT VALUES September 19, 2005 
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Selected Points Price Basis 20-Sep-05 6-Sep-05 22-Aug-05 20-Sep-04 

From: Thunder Bay(WCE) (2) _ [In-Store 
a a (CRONE ae EE Pa. FS ee Fy Cane wen | © oun Mereetaaes oe | eae ot emer ECD AOSEeey 
EES CS el Pea eee eee I en oe ao 
To: Bayport,ON (1) _[In-store 
ar a a 
a ee ee eee ee ne eee Ol re ee SG SEC See 
in-store 
ee ed ee ee ee ee eS EE Le eels Shee ee 
ae ee ee ee eee Soe Pro oe ee ee oe 
as ee a ed A Oe ee AN I ee ie es ee 
a ee Be ee eT Bale yeeees | Soci on mae I 15650 my en 0. SO eee E16 7.50mem 
Ee ee ce ee ee a ee ee a ea ee a 
ee re | ES ek aes |e a Barley ao |e Ona a 15 UG Ma | Ma oo: ae Se 1605.00 oaeee 
| Halifax,NS_(1)_ [In-store 
a a ed ee ee ene era SIE om ee 
ee eee ed Te Bes Dae Si ee en a ea ee ee 
Eee ee ed oe er ee 
ee ee ee es ee ee eS IL oe Ne ome ew Ee ea 
ov Melfort: SK: [> pa ee der eB) i ae heat 1 oes | EP NA? ENA ree | aoe NA peepee NAG | 
ee eee ee eae ee IE Re eee Po 
Pa a ae eS a 
e.2 Bayport ON — 2th Pe ie ee Wheat Pan | eee NA | WA ad) NA | 
[je ee Ee eae oD oe ae a eee be Catt Pees | PORNO NA oe) eee N/AMEO Ra pamU UAB Ewe 
eee ee Sie: 
| .-48¢ Montreal {OC ae Ses2- SUF 2 i eS te RS] Wihcat aed a) a N/AD mem Ns | n/m ne | eee NUR 
a ee ae eee es So ee ee ed ee 
a OR ME i Track 
.._*MonctontNB © 8 teu) 5 eRe nae 5 Ea tRNA [NA ces | AN ae 
ae a ee ee ee a se 
[es rack oe ea eae a aa Nee | gs ee NA nee A | 
SS ee ee eee Ps ie oe Shy i © nl 
Ss es Ee ee ee es en ee Ne ee 
ee a eo TTrack ruckvia Sydney ae Barley FP WEs | SRRUNIA Dees a N/A ae [NA NARS = | 
a ee Ta See Sea ee 2 es ee ee 
Ey 2 eee a ir as | SO ater | ee Nie | ghee |e Anansi ARES = | 
Pe SS eS ae Se ae railey ae | NAD | NA ee pe NA | 
oie 6 tat eh eo Bebe 

Corn 08 FP ee ee | Wat) 2) Be: 20-Sep-05)e 6-Sep-05 22-Aug-05 20-Sep-04 
From: US Lake Port 5. is 2.3] On Board Vesselimna 27.) 1 cae aie | R86 74 |e 4 6 iE oe 08 00 mame pam 25.4008 | 
To: __Montreal,QC (1) __|In-store ae a ae Be eee ae Ce 
From: Chicago (It) os Mea Track Seam eae (MPTP FOSS | arse, 74.09) R067 om eG CARER 112 G0ee | 
Toss Montreal, OC tg: Ul Trac (ae ee wae td PE ad | ki G0 130.48 ee eee 27 00 meee] a4 1:55.07 | 
iFromp:-Chatham, ON & tof “Track See See AN te ee es Te] W104 66a ee 105,650 | 00,2 7am ee 40 cane. | 
[To:-2" Montreal; OC a2 Aisi Tracks hy SERS Rote] Sek ee | 2128.73 wa 20.52 er 514 et e164. Tom | 
Gia e eee l  e  S il Ni. ee ihe a ee oye ae 
To: __ Montreal, QC hice eS eel Ee a Se er ee ee ee Pe 
| g4esMoncton; NBL Seem ee Track Saree ee ae nee eee tea | P0157 [tO |r reo 2O eer Meee 33122 8s | 
Eee a ire ee Sa eee Se CIE ee Poe ee 9 eee 
| sau Stephenville, Newall: | Track puck via Sydney pe" | Mi ail saeeereaie in 1G53.42500 fs G6. 61 ie| ee 8378 CON en) MN SES.07 5" | 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 


Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION September 20, 200 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha ------------------------ thousand metric tonnes - - - - -- ------------- $/t 


ee 


Dry Peas 


2001-2002 1,344 1,285 (57, 2,023 27 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 dPZ7Al 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005P 1,388 1,345 2.48 3,338 56 3,599 1,856 1,148 595 1% 
2005-2006F 1,410 1,364 Zl 3,228 40 3,863 2,050 eZ 600 115-145 
Lentils 

2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005P 778 750 1.28 962 10 1,010 449 316 245 310 
2005-2006F 860 847 1.44 1,219 5 1,469 600 319 550 255-285 
Dry Beans 

2001-2002 184 175 1.70 298 42 380 263 82 35 725 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 Zales 356 31 482 344 83 55 495 
2004-2005P 163 126 fhe 220 30 305 PAET/ 76) 5 650 
2005-2006F 203 172 1.77 304 40 349 280 49 20 530-560 
Chickpeas 

2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 fC) 305 105 140 60 300 
2003-2004 63 63 1.08 68 Z 130 74 36 20 330 
2004-2005P 47 39 lesa 51 5 76 46 25 5 385 
2005-2006F 77 72 1.39 100 5 110 65 35 10 410-440 
Mustard Seed 

2001-2002 166 158 0.66 105 3 Zils ial Ae) 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 Ths) 92 390 
2004-2005P 317 304 1.01 306 1 399 119 86 194 295 
2005-2006F PANT 212 1.04 220 1 415 140 85 190 285-315 
Canary Seed 

2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 251 243 0.93 226 0 246 168 11 67 345 
2004-2005P 356 318 0.95 301 0 368 163 35 170 230 
2005-2006F 204 199 E23 244 0 414 180 39 195 195-225 
Sunflower Seed 

2001-2002 73 67 (tet 104 29 179 92 65 22 S50 
2002-2003 100 95 1.65 ey 21 200 105 60 35 440 
2003-2004 119 HIG 1.30 150 16 201 96 80 25 405 
2004-2005P 87 59 0.92 54 SO 114 32 64 18 490 
2005-2006F 98 81 lesa 106 30 154 60 74 20 375-405 
Buckwheat 

2001-2002 14 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 2) ileatict 10 1 14 5 il 2 355 
2004-2005P AS) 7 0.71 5 1 8 4 4 0 355 
2005-2006F i S 1.00 5 1 6 2 4 0 340-370 
Total Pulse And Special Crops (c) 

2001-2002 Si. 2,993 2S 3,681 120 4,543 2,671 1,203 669 

2002-2003 3,025 2,399 1.16 2,788 130 3,587 1,740 1,209 638 

2003-2004 2,797 Doe 1.3 3,680 81 4,399 2,492 1,403 504 

2004-2005P 3,136 2,948 ilerAs 5,237 138 5,879 2,946 1,701 e232 

2005-2006F 3,075 2,952 1.84 5,426 122 6,780 Sh oN/7/ 1,818 1,585 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 

P: preliminary 

F: forecast, Agriculture and Agri-Food Canada, September 20, 2005 


Source: Statistics Canada and industry consultations. 


Agriculture and 
Agri-Food Canada 


CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


Total Canadian pulse and special crops production is estimated to increase by 4%, from 2004-05, to 5.43 million tonnes (Mt), based on 
Statistics Canada’s (STC) July 31 production estimates and AAFC forecasts where STC estimates were not available. Total supply 

increased by 15% to 6.78 Mt, due to higher production and higher carry-in stocks. This report incorporates STC’s year end carry-out 
stocks estimates for 2004-05. Exports are forecast to increase by 15% and domestic use by 7% due to stronger demand, but carry-out 


Agriculture et 
Agroalimentaire Canada 


September 20, 2005 


stocks are also expected to increase. Average prices, over all types, grades and markets, are forecast to increase for chickpeas and 
mustard seed, decrease for dry peas, lentils, dry beans, canary seed and sunflower seed, and be the same for buckwheat. 


STC’s yield estimates are significantly higher than trend for Ontario, Saskatchewan and Alberta, and much below trend for Manitoba. 
Since the survey was conducted from July 20 to August 5 before the start of harvest, the actual yields for crops in western Canada 
could be lower than the estimates because of hot and dry weather in late July and early August. Crop abandonment is expected to be 
slightly lower than normal, except for Manitoba where significantly higher than normal abandonment is expected. For western 
Canada, harvest progress is about one to two weeks behind normal, but significantly ahead of 2004-05. Harvest progress is about a 
week ahead of normal for eastern Canada. Harvesting of dry peas and lentils is mostly complete and a significant portion of chickpeas 
and mustard seed have been harvested. Harvesting of dry beans in eastern Canada is mostly complete, but only a small portion has 
been harvested in western Canada. Only a small portion of canary seed has been harvested. The buckwheat harvest is expected to 
start in late September and the sunflower seed harvest in early October. Overall quality is expected to be better than in 2004-05, but 
generally lower than normal due to rain in large areas of Alberta and Saskatchewan during harvest. Although some late crops could 
still be damaged by frost, most unharvested crops are sufficiently advanced in development that frost would not damage them. The 
main factors to watch are precipitation and temperatures during the rest of the harvest period in Canada. Other factors to watch are 
the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates, and growing and harvest 
conditions in major producing regions, especially United States, India and Australia. 


DRY PEAS 

For 2005-06, production is estimated to 
decrease by 3%, as a 2% rise in seeded area is 
more than offset by lower yields. Production 
is expected to decrease for yellow, green and 
other types. Supply is estimated to increase 
by 7% due to higher carry-in stocks. World 
supply is expected to increase by 2% to 

12.6 Mt, but use is also forecast to increase, 
resulting in stable carry-out stocks. Canadian 
exports and domestic use are expected to 
increase due to stronger demand in the food 
markets in Asia and in the feed markets in the 
EU and Canada. Carry-out stocks are forecast 
to remain stable, with a stocks-to-use (s/u) 
ratio of 18%. The average price, over all 
types, grades and markets, is forecast to 
decrease slightly due to the higher world 


supply. 


LENTILS 

For 2005-06, production and supply are 
estimated to increase significantly, due to an 
11% rise in seeded area, higher yields and 
higher carry-in stocks. Production is expected 
to increase for all types; large, medium and 
small green, and red. World supply is forecast 
to increase by 15% to 4.5 Mt. Although world 
use is expected to increase because of higher 
demand, resulting mostly from lower prices, 
carry-out stocks are forecast to rise. Canadian 
exports are expected to increase by 34% due 
to the higher demand. Carry-out stocks are 
forecast to rise significantly, with a s/u ratio of 
60%. The average price, over all types and 
grades, is forecast to decrease moderately 
from 2004-05, as pressure from higher world 
supply is partly offset by support from higher 


quality. 


DRY BEANS 

For 2005-06, production and supply are 
estimated to increase, due to a 25% rise in 
seeded area and lower abandonment. 
Production is expected to increase for white 
pea, pinto, black, dark and light red kidney, 
cranberry and small red beans, but remain 
stable for Great Northern and pink beans. US 


production is forecast to increase by 44% to 
1.12 Mt, while supply increases by only 20% 
to 1.26 Mt due to lower carry-in stocks. 
Canadian exports are forecast to increase 
slightly due to higher supply. Carry-out 
stocks are expected to increase, with a s/u 
ratio of 6%. The average price, over all 
classes and grades, is forecast to decrease due 
to the higher supply. 


CHICKPEAS 

For 2005-06, production and supply are 
estimated to increase, because of a 65% 
increase in seeded area, lower abandonment 
and higher yields. Production is expected to 
increase for large and small kabuli types, but 
decrease slightly for the desi type. World 
supply is expected to increase marginally to 
8.95 Mt. Canadian exports are forecast to 
increase due to the higher supply. Carry-out 
stocks are expected to increase, but remain 
low. The average price, over all types, grades 
and sizes, is forecast to increase due to higher 
quality and a shift to the production of the 
higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production is estimated to 
decrease by 28% because of a 32% fall in 
seeded area, which is partly offset by higher 
yields. Production is expected to decrease for 
all types, yellow, brown and oriental. Supply 
is expected to increase slightly due to higher 
carry-in stocks. Although exports are forecast 
to rise due to higher demand, carry-out stocks 
are forecast to decrease only slightly, with a 
s/u ratio of 84%. The average price, over all 
types and grades, is expected to increase 
marginally as higher quality more than offsets 
pressure from the higher supply. 


CANARY SEED 

For 2005-06, production is estimated to 
decrease by 19%, as a 43% fall in seeded area 
is mostly offset by higher yields. Supply is 
expected to increase by 13%, as higher carry- 
in stocks more than offset the fall in 
production. World supply, 90% of which is in 


Canada, is forecast to increase by 12% to 
455,000 t. Although Canadian exports are 
expected to increase due to higher demand, 
carry-out stocks are forecast to rise, with a s/u 
ratio of 89%. The average price is forecast to 
decrease because of the higher supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
estimated to increase due to a 12% rise in 
seeded area, lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US 
supply is forecast to increase by 49% to 

1.62 Mt. World supply is expected to increase 
by 6% to 29.0 Mt. Canadian exports and 
domestic use are forecast to increase because of 
the higher supply. Carry-out stocks are 
expected to increase slightly, but remain low. 
The average price, over both types and all 
grades, is forecast to decrease because of the 
higher supply in US and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production is forecast 
to remain stable, as a lower seeded area is 
offset by lower abandonment and higher yields. 
Supply is expected to decrease due to lower 
carry-in stocks. Exports are forecast to 
decrease and carry-out stocks are expected to 
be negligible. The average price is forecast to 
be the same as in 2004-05, in line with a 
relatively stable world supply. 


FURTHER INFORMATION: 


Stan Skrypetz ..............s000 (204) 983-8972 
E-mail ...........ccceee0 skrypetzs@agr.gc.ca 
Fred Oleson, Chief ............ (204) 983-0807 
Beem all cicsccccacestszcccancsese olesonf@agr.ge.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION September 20, 2005 


Grain and Area Imports Total Exports Food & Feed, Total Carry-out Average 
Industrial Waste & Domestic 


Crop Year Seeded Harvested Yield Production (b) Supply (c) Use (e) Dockage Use (d) Stocks _ Price (f) 
QQ” — 000 ha--------- re thousand metric tonnes--------------------------------------- 

Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 219 683 1,789 224.21 
2004-2005P 2,230 2,141 ZZ 4,962 1 6,752 3,218 240 555 1,013 2,521 199 * 
2005-2006F 2,280 VAY 2.28 5,083 1 7,605 3,600 250 565 1,005 3,000 iKeh} 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 1GPeeeZStS95 12,299 PTS 3226 6,805 4,291 206.03 
2004-2005P 8,169 7,722 2.71 20,898 Toes. 206 11,586 2,718 4,641 8,145 5,471 Ree 
2005-2006F 7,742 7,530 2.61 19,633 10 25,114 13,200 2,750 3715 7,414 4,500 184 ** 
All Wheat 
2003-2004 10,662 10,467 D2 23,552 18 29,295 15,727 3,027 3,442 7,488 6,080 
2004-2005P 10,339 9,862 2.62 25,860 14 31,955 14,805 2,958 5,197 9,158 7,992 
2005-2006F 10,022 9,762 2.53 24,716 11 SZ 16,800 3,000 4,340 8,419 7,500 
Barley 
2003-2004 5,046 4,446 7211 12,328 36 13,838 2,445 298 8,579 9,291 2,102 135.8 
2004-2005P 4,678 4,050 3.26 13,186 82 15.304 1,862 ils 9,400 10,019 3,489 dit2at5 
2005-2006F 4,520 3,915 3.16 12,358 30 15,877 2,500 360 10,127 10,877 2,500 105-125 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 346 2,415 8,890 Ae Silirs 1,143 137.18 
2004-2005P 1,185 1,072 8.24 8,836 2,400 12,378 150 2,650 8,463 11,128 1,100 100.68 
2005-2006F A234 1,072 7.74 8,297 2,800 12,197 150 2,700 8,332 11,047 1,000 100-120 
Oats 
2003-2004 2,272 575 2.34 3,691 19 4,234 tpi 140 1,581 1,888 788 136.65 
2004-2005P 1,995 cule 2.80 3,683 26 4,497 1,672 91 1,575 1,837 988 130.68 
2005-2006F 1,955 1,418 2.63 Sh TKS ie 4,734 1,700 170 1,794 2,134 900 120-140 
Rye 
2003-2004 246 147 Zee 32 0 352 172 47 47 112 68 104.44 
2004-2005P 284 165 Zt5S 418 1 487 122 48 155 220 145 70-80 
2005-2006F 218 159 2.39 380 1 526 150 48 161 226 150 70-90 
Mixed Grains 
2003-2004 241 135 2.84 384 0 384 0 0 384 384 
2004-2005P 220 111 2.87 318 0 318 0 0 318 318 
2005-2006F 219 120 2.62 314 0 314 0 0 314 314 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 26,317 Pay Salers 4,520 2,899 19,482 22,993 4,101 
2004-2005P 8,362 6,713 3.94 26,441 2,509 33,051 3,806 3,003 19,912 23,522 5,722 
2005-2006F 8,031 6,684 SAS 25,080 2,846 33,648 4,500 3,278 20,728 24,598 4,550 
Canola 
2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 113 3,545 609 387.04 
2004-2005P 5,319 4,938 1.57 GhZo 108 8,444 3,412 3,031 327 3,403 1,629 309.15 
2005-2006F 5,485 5,214 1.60 8,325 150 10,104 3,800 3,200 559 3,804 2,500 270-310 
Flaxseed 
2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 
2004-2005P 728 528 0.98 oni 39 648 468 n/a n/a 151 30 n/a 
2005-2006F 844 809 1.29 1,044 20 1,094 700 n/a n/a 244 150 310-350 
Soybeans 
2003-2004 1,051 1,047 AAT 2,268 587 3,000 914 1,500” 319 1,947 140 395.04 
2004-2005P 1,229 1,178 2.59 3,048 450 3,638 1,000 1,580 ” 488 2,193 445 248 
2005-2006F Ut 7As 1,158 2.56 2,963 250 3,657 1,000 1,750" 447 2,307 350 220-260 
Total Oilseeds 
2003-2004 6,531 6,464 eZ 9,794 850 qi Sia SPAT n/a n/a 5,693 841 
2004-2005P VPA 6,643 120 11,293 596 A 2e7on 4,880 n/a n/a 5,747 2,104 
2005-2006F 7,506 7,181 1.72 12332 420 14,855 5,500 n/a n/a 6,355 3,000 
Total Grains And Oilseeds 
2003-2004 26,263 24,461 2.44 59,663 Sore) TPL TANG 25,523 n/a n/a 36,174 11,022 
2004-2005P 26,038 23,219 2.74 63,595 Shai) TAP PASAS 23,491 n/a n/a 38,427 15,818 
2005-2006F PRA, 23,627 2.63 62,128 SZ OP ZZ 26,800 n/a n/a 39,373 15,050 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW, WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 
* CWB Pool Return Outlook (PRO) — July 28, 2005 ** CWB Pool Return Outlook (PRO) — August 25, 2005 

1/ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

P: preliminary; F: forecast - Agriculture and Agri-Food Canada — September 20, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada’s “Stocks of Canadian Grain at July 31, 2005” report indicated that carry-in stocks of the major Canadian 
grains and oilseeds (G&O) for 2005-06 are almost 50% higher than for 2004-05. As a result, the total supply of G&O for 2005- 
06 is about 4% above last year, although production is estimated to decrease to 62 million tonnes (Mt) from 64 Mt last year. 


September 20, 2005 


The pace of harvest in western Canada is behind normal due to untimely rains, particularly in Saskatchewan and Alberta, 
where harvest progress is well behind normal. The delay caused by rain may reduce the quality of the crop, but the average 
quality of the crop in western Canada is expected to be better than last year’s poor quality crop. Protein levels are expected to 
be below average which is a negative factor for wheat and durum but is positive for malting barley selection rates. 


Generally, world prices for G&O are forecast to decline and prices in Canada will be further pressured by the strong 
Canadian dollar. The major factors to watch are: harvest conditions in Canada and the US, import demand from China, EU 
export policy, ocean freight rates and exchange rates. 


WHEAT (ex-durum) 

For 2005-06, carry-in stocks increased by 27% 
from 2004-05, to 5.5 Mt. A significant portion of 
which is stored on-farm because low feed wheat 
prices discouraged farmers from marketing all of 
their low quality wheat in 2004-05. Total supply 
for 2005-06 is down only marginally, despite an 
estimated 6% decline in production. Feed use is 
forecast to remain higher than normal because of 
the large supplies of low quality wheat carried 
over from 2004-05. Exports are forecast to rise 
by 14%, assuming increased supplies of high 
quality wheat. Carry-out stocks are forecast to 
decline by 18%. The Canadian Wheat Board 
(CWB) August Pool Return Outlook (PRO) is 
below 2004-05 for high quality wheat, but flat to 
slightly higher for lower quality wheat. 


DURUM 

Carry-in stocks increased by about 40% from 
2004-05 to 2.5 Mt, with 1.0 Mt on-farm. 
Production is estimated to rise slightly, so that 
total supply is expected to rise by 13% to a record 
7.6 Mt. Exports are forecast to increase, 
assuming adequate supplies of good quality 
durum, mainly due to increased import demand 
resulting from reduced production in North 
Africa and southern Europe. However, carry-out 
stocks are projected to rise for the 4" consecutive 
year, to a record 3.0 Mt. The CWB 2005-06 
PRO is below 2004-05 for all grades, due to 
higher North American supplies. 


BARLEY 

Carry-in stocks increased by about 66% from 
2004-05 to 3.5 Mt, as a result of large production 
of low-quality barley and lower exports in 2004- 
05. Although production is estimated to fall from 
2004-05, total supply is up by 3%. Exports are 
expected to rise significantly, due to higher 
exportable supplies of malting barley in Canada 
and less competition in overseas markets. Carry- 
out stocks are expected to drop significantly. The 
off-Board feed barley price is forecast to rise 


slightly. Malting barley export prices will be 
pressured by the strength in Canadian dollar and 
improved world supplies, with the CWB PRO for 
Special Select 2-Row down by $6/t from 2004-05 
to $172/t. 


OATS 

Carry-in stocks increased by 25% due to higher 
supplies in 2004-05. Production is estimated to 
increase slightly, as higher harvested area more 
than offsets lower yields. Total supply is, 
therefore, expected to rise by 5%. Exports are 
expected to increase slightly from 2004-05 due to 
improved crop quality but will be pressured by 
high EU export subsides on oats. Carry-out 
stocks are expected to decrease. Feed oats prices 
are forecast to be similar to 2004-05, with a 
reduced premium for milling oats. 


CORN 

Carry-in stocks, as estimated by AAFC, are 
marginally below 2004-05 due to lower supplies 
in 2004-05. Production in 2005-06 is estimated 
to decline by 6%, due mainly to lower yields. 
This is expected to result in a significant increase 
in US corn imports, mainly to eastern Canada. 
Shipments of feed wheat and barley from western 
to eastern Canada are expected to decrease. Feed 
use is forecast to decline slightly. Food and 
industrial use is forecast to rise slightly, driven by 
higher ethanol production. The average Chatham 
price is forecast to increase due to tight supplies 
and a stronger Chicago-Chatham spread. 


CANOLA 

Carry-in stocks nearly tripled from 2004-05 to 
1.6 Mt due to increased supply. Production is 
estimated to rise by 8%, with total supply 
expected to increase by 20%. Domestic crush 
and exports are forecast to rise by only 6% and 
11% respectively, due to large supplies of palm 
oil and soybeans in competing countries. Carry- 
out stocks are forecast to increase sharply, to a 
record 2.5 Mt. The average price is forecast to 


decrease due to pressure from burdensome carry- 
out stocks, low US soyoil prices and the high 
Canadian dollar. 


FLAXSEED (excluding solin) 

Carry-in stocks decreased by 68% to a record low 
due to the sharp drop in output and strong pace of 
exports. Production is estimated to increase by 
102% to the highest level since 1998-99, due to a 
sharp rise in seeded area and expected yields. 
Total supply is expected to rise by 69%. Exports 
are forecast to increase sharply due to strong EU 
demand, increased domestic supply and sharply 
higher crude oil prices. Carry-out stocks are 
expected to rise sharply, but are not considered to 
be burdensome. The average 2005-06 price is 
expected to decline. 


SOYBEANS 

Carry-in stocks, as estimated by AAFC, are 
significantly higher than 2004-05 mainly because 
production was a record high. As a result, 
domestic supply is expected to increase by about 
7% despite a slight decrease in production. 

Total domestic use is expected to rise by 5%, to a 
near record level. Exports are forecast to remain 
stable at a record high 1.0 Mt, despite 
competition from large US and South American 
supplies. The average Chatham price is forecast 
to decrease due to lower US soybean prices. 


FURTHER INFORMATION: 
Wheat.....Glenn Lennox.... (204) 983-8465 
Beem aici ccccceecuocnsasentcct lennoxg@agr.ge.ca 
Coarse Grains......Joe Wang ...... 983-8461 
BM Ail, ..csonaxcestoseacooseeose wangjz@aer.gc.ca 
Oilseeds........ Chris Beckman ....... 984-4929 
Be-00i Bil.cccscccasexececacsosssce beckmac@agr.gc.ca 
Fred Oleson, Chief ...............s0e000e 983-0807 
F- Bil ivcecasecncnesnaseasees olesonf@agr.gc.ca 
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SUNFLOWER SEED: SITUATION AND OUTLOOK 
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Canada is a major producer of confectionery sunflower seed, although Canadian production of oil sunflower seed is 
relatively small. There is a large value added sunflower seed processing industry in western Canada, which includes a 
human food market, snacks and kernels, as well as a bird seed market. The value of Canadian exports averaged at 
about $50 million during the past five years. For 2005-2006, Canadian production is forecast to increase from the small, 
weather damaged crop of 2004-2005, and the average seed quality is expected to return to normal. 


WORLD 


Production and Trade 


World sunflower seed production has been 
variable during the past ten years, ranging 
from a low of 21.4 million tonnes (Mt) in 
2001-2002 to a high of 27.3 Mt in 1999- 
2000, but there has been no upward or 
downward trend. There are two types of 
sunflower seed produced, oilseed and 
confectionery. About 95% of world 


production is the oilseed type 
and only 5% the confectionery 


type. 


Sunflower seed exports have 
been variable, in line with the 
variability in production, 
ranging from 1.32 to 2.74 Mt 
during the past four years. 
Exports are relatively 
dispersed, with the top 10 
countries accounting for about 
95% of exports. The European 
Union (EU) accounts for most 
of the imports, with Turkey, 
United States (US), Mexico and 
Pakistan accounting for most of 
the balance. The US and 
Canada are the main exporters 
of confectionery sunflower 
seeds, with the EU and Mexico 
being the main destinations, 
excluding trade between 
Canada and the US. 


CANADA 


Production 

Sunflowers grow best on loam, 
silty loam, and silty clay loam 
soils with good drainage. They 
have a low tolerance for saline 
conditions; therefore soils with 
moderate to high levels of 


salinity should be avoided. Sunflowers have 
a deep tap root that can obtain water and 
nutrients 1.5-1.8 metres (5-6 feet) deep in 
the soil. These reserves of water and 
nutrients are unavailable to most other 
annual crops, making sunflowers a good 
rotational crop. Sunflowers should be 
seeded as early as possible, usually in the 
first half of May, since they require 115-125 
days to reach maturity. 


WORLD: SUNFLOWER SEED SUPPLY AND DISPOSITION 


2001 2002 2003 2004 2005 
-2002 -2003 -2004 -2005p -2006f 
Harvested Area (kha) 19;2205520'230 22;710 21,420 22.819 
Average Yields (t/ha) sa 1.18 tia 1.20 1.20 


Carry-in Stocks 883 792) SSI) (NGOS 1.538 
Production: 
Russia 2,670 3,685 4850 4,750. *5:100 
Ukraine wieol 3210") 4,252 » 3,050 444.000 
Argentina 3,844 3,700 3,240 3600 3,900 
European Union 3,650.) 65,f1a 94,035 4181 3,015 
India 1545059916257 42700. 1,750 24650 
China 1,478 1,946 1,743 1,690 1,780 
United States 139511 1,112 1,209 929 1,534 
Romania 744 890 1,400 1,425 1,300 
Bulgaria 392 580 720 850 850 
South Africa 930 642 651 665 700 
Turkey 520 820 600 650 670 
Canada* 104 157 150 54 106 
Other O09, Ott ZASOa PONT. 20114 
Total Production 21,369 23,957 26,680 25,771 27,419 
Total Supply 22,252 24,749 28,017 27,376 28,957 
Total Use 21,460 23,412 26.412 25,838 27,360 
Carry-out Stocks 792 1,337 1,605 1,538 1,597 
Stocks-to-use ratio (%) 4% 6% 6% 6% 6% 


p: preliminary 
f: forecast, USDA; except * which is AAFC - September 2005 
Source: USDA, except * which is Statistics Canada - September 2005 


Canadian sunflower seed production fell 
sharply in the mid-1990s when crushing 
ended in Canada. However, production has 
been trending upwards since 1998-1999 
with most of the increase for the 
confectionery type, which has become the 
main type produced. Manitoba accounts for 
most of the production, followed by 
Saskatchewan, Alberta and Ontario. The 
main producing areas are south-central 
Manitoba, south-western Manitoba and 


south-eastern Saskatchewan. 
The Canadian sunflower seed 
harvest occurs mainly in 
October. 


NuSun 

NuSun is a mid-oleic 
(monounsaturated fatty acid) 
sunflower seed which has a 
low saturated fat profile. The 
oleic acid content of NuSun oil 
is about 65% compared to 16% 
for traditional sunflower oil, this 
compares well with 61% for 
canola oil and 23% for soybean 
oil. Oil produced from NuSun 
hybrids contains about 65% 
monounsaturated fat, 26% 
polyunsaturated fat and 9% 
saturated fat, which is 
considered to be the optimum 
fat balance under current 
dietary fat recommendations. 
The 72% linoleic acid content 
of oil from traditional hybrids 
has been reduced to 26%, 
which means that 
hydrogenation, bubbling 
hydrogen into the oil, is not 
necessary for oil produced from 
NuSun hybrids. Since there is 
no hydrogenation, there is no 
formation of trans fatty acids. 
The high oleic acid and low 


Canada 


counter-cyclical payments 


saturated fat profile is believed to lower 


cholesterol and the risk of coronary heart 


disease 


There are several advantages to NuSun oil. 
First, the costs of hydrogenation are avoided 
since it holds up longer in frying vats without 
flavour deterioration. Second, trans fatty 
acids, which are considered to be unhealthy, 


are not present because there is no 


hydrogenation. Third, end user costs are 


lower since it is not necessary to 
replace the oil as frequently during 
frying as with other vegetable oils. 
Finally, at frying temperatures, NuSun 
oil produces more flavour-stable 
snack food. 


Commercial production of NuSun 
hybrids started in the US in 1998 and 
has increased significantly since then 
to meet market demand. The 
development of NuSun has shifted 
sunflower oil use in the US to 
domestic markets from export 
markets. NuSun hybrids are also 
produced in Canada. 


Sunola and Sunwheat 

Shorter season oilseed type varieties 
have been developed for areas where 
the traditional hybrids cannot be 
grown. They have the further 
advantage of being able to be sown 
and harvested with the same 
equipment as cereal grains or canola, 
whereas the traditional hybrids 
require specialized equipment. 
Sunola is a miniature, open pollinated 
sunflower, which requires 99-103 
days to maturity. The oil content is 
equal to sunflower hybrids. 
Sunwheat is a dwarf hybrid sunflower 
and requires 100-110 days to 
maturity. Its oil content is slightly 
lower than Sunola. It is more suited 
to the arid areas and able to 
withstand periods of summer heat 


2004 to 2007. However, in calculating the CCP, the direct payment is 
minus the direct payment is less or equal to the loan rate or market price, no counter cyclical payment is expected for sunflower seed. 


US FARM SECURITY AND RURAL INVESTMENT ACT OF 2002 (FSRIA) 


Under the FSRIA, for crop years 2004-2007, the loan rate is US$0.093/Ib, based on prices for the oilseed type, compared to US$0.096/Ib for 
2002 and 2003. These rates are for the top grade and there are discounts for lower quality seed. The loan rate varies by county. The loan 
rate provides a floor return because if the price is lower than the loan rate, the producer is eligible for a loan deficiency payment (LDP). Since 
the LDP for the confectionery type is the same as for the oilseed type, the confectionery type prices are not used in determining the LDP. 
Sunflower seed is also eligible for the minor oilseeds direct payment of US$0.008/lb. However, this is based on historical seeded area and 
yields, and is theoretically decoupled from the area seeded during the year of the payout. Sunflower seed is eligible for the minor oilseeds 
(CCP) based on the target price of US$0.098/lb for crop years 2002 and 2003, and US$0.101/lb for crop years 
first deducted from the target price. Therefore, since the target price 


LDP’s under FSRIA have been relatively small because prices have generally been higher than the loan rate. Therefore, the main benefit of 
the loan program has been that it provides a floor return, which supports sunflower seed planting especially in years when prices of 
alternative crops are low. The support for higher planting contributes to higher supply, which pressures Canadian prices downward. 


better than some other crops. Both Sunola 
and Sunwheat have lower yields than 
traditional hybrids. 


The Canadian Special Crops Association 
(CSCA) (www.specialcrops.mb.ca) 
establishes trade rules for domestic trade 


and serves as a forum for exporters, dealers 


Marketing 

Sunflower seed is sold on the open market 
to dealers located mostly in Manitoba. 
Sunflower seed is shipped bulk in trucks or 
rail cars. Some sunflower seed is grown 
under production contracts which guarantee 
a price for part of the production. 


WORLD: SUNFLOWER SEED EXPORTS 


2001 2002 2003 2004 2005 
-2002 -2003 -2004 -2005p -2006f 


Ukraine 


Romania 101 168 470 425 400 
Russia 18 185 310 200 380 
Bulgaria 109 291 318 320 300 
Argentina 356 215 46 130 cide. 
US 235 166 170 151 164 
Uruguay 135 195 oo 145 (hes) 
China 30 61 74 110 60 


Canada* 


2001 
-2002 


2002 
-2003 


2003 
-2004 


2004 
-2005p 


2005 


Mexico 
Pakistan 0 
Other 
Total 


p: preliminary 
f: forecast, USDA; except * which is AAFC — Sep. 2005 
Source: USDA, except * which is Statistics Canada — Sep. 2005 


and brokers involved in the industry of 
trading Canada’s pulse and special crops, 
including sunflower seed. The website 
includes a section where buyers can submit 
a request for prices. 


The Canadian Grain Commission (CGC) 


administers quality control standards 
for sunflower seed. There are two 
grades for each type of sunflower 
seed. In addition, sunflower seed can 
be graded “Sample’ if it does not 
meet the specifications for the two 
grades. For further information, or to 
access the Official Grain Grading 
Guide, please visit the CGC website: 
(www.grainscanada.gc.ca) 


Use 

The majority of the oil sunflower 
seeds in the world are crushed after 
the hull is removed. The hull 
represents about 15% of the 
sunflower seed weight. Dehulled 
seed yields 45-50% oil and 50-55% 
meal. The oil is used for frying or to 
produce salad dressing, shortening 
and margarine. The mid and high 
oleic hybrids produce oil for 
specialized markets. The meal is 
used as a protein supplement in 
livestock feed and usually contains 
about 35% protein. The hulls are 
used mostly for livestock bedding, 
with some used as a source of fibre 
for cattle feed. Use of oil sunflower 
seed by the bird seed industry is 
growing. In Canada, the majority of 
the oilseed type seed is used by the 
bird seed industry. 


Confectionery type sunflower seeds 
are used in the snack food industry as 
roasted sunflower seeds and dehulled 


for use in snack food and baking. Sunflower 
seeds are high in protein, calcium, 
phosphorous, iron, potassium, and 

vitamin E. The sunflower seed snacks are 
usually lightly coated in salt or spices. 

Some confectionery sunflower seeds are 
also used for bird seed. 


Less frequently, sunflower seeds are used 
for cattle feed. Usually damaged seed is 
used, but good quality seed is sometimes 
used in dairy cattle rations. 


Canadian domestic use, which includes 
food, feed, seed, dockage and waste, has 
been trending upwards in line with the 
growth in production and domestic 
processing. Since 1995, sunflower seeds 
have not been crushed in Canada, but the 
crush use has been replaced by increased 
processing of confectionery sunflower seed 
and increased use for bird seed. The 
markets for in-shell snack food, dehulled 
snack food, baking and bird seed have 
increased significantly. 


Exports 

The majority of Canadian sunflower seeds 
exports are to the US, with the balance 
going mostly to Europe, Latin America, the 
Middle East and northern Africa. Exports to 
the US are both oilseed and confectionery 
types, while exports to other parts of the 
world are mainly the confectionery type. In 
addition to the seed, prepackaged snack 
food, dehulled sunflower seed and bird seed 
are also exported. 


Prices 

In general, Canadian sunflower seed prices 
follow US prices adjusted by exchange 
rates. Oilseed sunflower prices are affected 
by the supply and demand factors for 
vegetable oil and protein meal. 
Confectionery sunflower seed prices depend 
on supply and demand conditions in the 
confectionery market. Bird seed sunflower 
prices mostly follow the prices of the oilseed 
type. Top grade prices of both 
confectionery and oilseed types increased in 
2004-2005, as compared to 2003-2004, with 
the sharpest increase for the confectionery 
type. 


In general, the top grade seed available was 
carried over from 2003-2004, as the quality 
of the 2004-2005 seed was damaged by wet 
weather, frost and disease, especially for 
the confectionery type. 


OUTLOOK: 2005-2006 


World 

Total world sunflower seed production and 
supply are forecast to increase by 6% to 
27.4 Mt and 29.0 Mt, respectively. Total use 
is expected to increase due to the higher 
Supply and stronger demand, and carry-out 
stocks are forecast to increase only slightly, 
with the stocks-to-use ratio remaining at 6%. 


United States 

US sunflower seed production is forecast to 
increase by 65% to 1.53 Mt, because of an 
increase in seeded area, lower 
abandonment and higher yields. Total 
supply is forecast to increase by 49% to 
1.62 Mt, due to lower carry-in stocks. Oil 
sunflower seed production is forecast to 
increase by 58% to 1.26 Mt and supply to 
increase by 43% to 1.32 Mt. Confectionery 
sunflower seed production is forecast to 


3 
double to 274,000 t and supply to increase 
by 83% to 299,000 t. 


Canada 

Canadian sunflower seed production is 
forecast to more than double to 106,000 
tonnes (t) due to an increase in seeded 
area, lower abandonment and higher yields. 
Average quality is expected to return to 
normal. Oilseed type production is forecast 
to nearly double to 32,000 t, while 
confectionery type production is forecast to 
more than double to 74,000 t. Total supply 
is forecast to grow by 35% to 154,000 t, due 
to lower carry-in stocks. Exports and 
domestic use are expected to increase, due 
to higher supply and strong demand. Carry- 
out stocks are forecast to increase to 
20,000 t, with a stocks-to-use ratio of 15%. 


CANADA: SUNFLOWER SEED SUPPLY AND DISPOSITION 


August-July 
crop year 
Seeded Area (kha) 
Harvested Area (kha) 
Yield (t/ha) 


Carry-in stocks 

Production: 
Confectionery 
Oilseed 

Total Production 


Imports 
Total Supply 


Exports: 
US 
Europe 
Central and South America 
Middle East and Africa 
Asia and Oceania 

Total Exports 

Total Domestic Use 

Total Use 

Carry-out Stocks 


Stocks-to-use ratio (%) 


Harvested Area (kac) 
Yield (Ib/ac) 


Average producer price* 

Oilseed $/t 
$/Ib 

Confectionery $/t 
$/Ib 


* Manitoba, No.1 Canada grade 
p: preliminary 


2003 2004 
-2004 -2005p 


119 87 
115 59 
1.30 0.92 


35 


82 
68 
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f: forecast, Agriculture and Agri-Food Canada, September 2005 


Source: Statistics Canada and AAFC 


Total Canada and United States 

Oil sunflower seed production is forecast to 
increase by 58% to 1.29 Mt and supply to 
increase by 42% to 1.36 Mt. Confectionery 
sunflower seed production is forecast to 
more than double to 348,000 t and supply to 
increase by 80% to 383,000 t. 


Prices 

For both types, the average Canadian price 
is forecast to decrease from 2004-2005 due 
to higher supply. 


OUTLOOK: CANADA LONGER TERM 


Production of confectionery sunflower seed 
is expected to grow moderately in line with 
the growth in demand. Sunflower seed is 


considered to be healthy food and the 
industry has been developing new products, 
such as spreads and snacks made from 
sunflower seed kernels, which are expected 
to increase demand. 


Oil sunflower seed production is also 
expected to grow, but the rate of increase 
will depend on the price of vegetable oil as 
well as the growth in demand for bird seed. 
An additional factor is the growth in demand 
for NuSun. A continuing strong increase in 
demand for NuSun oil and attractive prices 
could result in a faster increase in Canadian 
oil sunflower seed production and possibly a 
return to sunflower seed crushing in 
Canada. 


4 


The demand for NuSun oil is expected to 
continue growing especially in the snack 
food market and the fast food industry, as 
well as in the salad and home use markets. 
The trend to labeling regulations which list 
the amount of trans fatty acids will contribute 
to the growth in demand. 


Research is underway to develop hybrids 
that are tolerant to sclerotinia, the most 
devastating disease of sunflowers. 
Sclerotinia tolerant hybrids would decrease 
the risk of producing sunflower seed and 
improve producers’ financial returns. 


For periodic updates on the situation and 
outlook for sunflower seed, visit the 
Market Analysis Division Website for 
“Canada: Pulse and Special Crops 


UNITED STATES AND CANADA: Situation and Outlook." 


TOTAL OIL SUNFLOWER SEED 
SUPPLY AND DISPOSITION 


2002 2003 
-2003 -2004 


For more information, contact: 


Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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South Korea is the largest of the four “Asian tigers” (Taiwan, Hong Kong and Singapore) and in 2003 was the 12th 
largest merchandise (exports and imports) trading nation in the world. It is also one of the world’s largest feed 
grain importers. South Korea’s livestock industry is growing and the market for feed grain is expected to continue 
to expand. In 2004-2005, South Korea was the fifth largest importer of Canadian wheat which was especially 
important to Canada because of a surplus of feed quality wheat in western Canada caused by adverse weather 
conditions which lowered crop quality. For 2005-2006, the Canadian Wheat Board (CWB) recently signed an 
agreement to sell premium quality Canada Western Red Spring wheat to Korean flour mills. Korea is also a large 


importer of Canadian malt. 


In July 2005, Canada formally announced the launch of bilateral free trade negotiations. A Free Trade 
Agreement (FTA) which would enhance Canada’s important bilateral economic relationship with South Korea 
would also strengthen our presence in the dynamic northeast Asian region. This issue of the Bi-weekly Bulletin 
examines South Korea’s agriculture industry and the potential for increased trade with Canada. 


BACKGROUND 


The Asia-Pacific Region is Canada’s 
second largest trading partner. It 
accounted for about 5% of trade in 


2004. Within the Pacific Rim countries, 


South Korea ranked as Canada’s third 
largest trading partner of the region 
behind China and Japan. In 2003, 
South Korea accounted for 11% of 
Canada’s exports to this area. 
Canada’s major competitors for the 
South Korean agri-food import market 
are the United States (US), China, 
Japan, the European Union (EU) and 
Australia. 


In 2005, the population of South Korea 
is about 48 million (M) with a land 
mass of 100,000 square kilometres but 
only 20% is arable. The major crops 
grown are rice, barley, corn, soybeans, 
white and sweet potatoes, fruits and 
vegetables. South Korea depends on 
imports for 60-70% its food and feed 
needs. This has increased from about 
50% in 1990 and 40% in 1980. 


According to The World Factbook, 
South Korea’s Gross Domestic 
Product (GDP) was US$925 billion (G) 


(2004 estimate), the world’s 16th 
largest economy. In comparison, 
Canada’s GDP was US$1.023 trillion, 
the 13th largest economy in the world. 
GDP per capita in 2004 was 
US$31,500 for Canada and 
US$19,200 for South Korea. 


In 2004, two-way merchandise trade 
was approximately CAN$8.1G 
(Canada exported CAN$2.3G and 
imported CAN$5.8G) and two-way 
direct investment was over CAN$1G 
(Canadian direct investment in Korea 
was CAN$686M). The excess of 
Canadian imports over exports has 
created a trade deficit of CAN$3.5G. 
In 2003, two-way trade in services was 
CAN$889M (Canada exported 


CAN$595M and imported CAN$294M). 


Canada’s interest in Korea lies in three 
main areas: tapping into the value 
chains of globally competitive 
production and supply from Korean 
corporations; selling raw materials and 
key competitive technologies and 
products; and, employing Korea as a 
strategic base to establish an export 
and manufacturing presence in 
Northeast Asia. Current and potential 


export growth exists in many sectors, 
including; wood pulp, mineral fuels, 
metals, electrical machinery, shellfish 
and a wide variety of agricultural 
products. Korean exports to Canada 
cover a broad range of sectors, 
dominated by motor vehicles and auto 
parts, electrical machinery, computers, 
rubber, and steel. In 2004, 1.74% of 
Canada’s imports came from South 
Korea and 0.57% of Canada’s exports 
went to South Korea. 


AGRICULTURE 


Trade 

In 2004, South Korea was the world’s 
9th largest exporter (total trade) and 
13th largest importing country. 


The seven main suppliers to South 
Korea are: the US, Australia, Malaysia, 
New Zealand, Canada, EU and China. 
In 2004, it imported US$10.5G in 
agricultural goods, which accounted for 
4.7% of its total imports. Its agriculture 
exports were US$1.7G. South Korea 
imported US$14.7G of agricultural, 
forestry and fishery products in 2004, a 
9% increase from 2003. 


Canada 


SOUTH KOREA: MEAT CONSUMPTION 


Poultry 

The production of layer and broiler 
chickens is expected to increase due 
to strong demand for poultry products 


and low compound feed prices in the 


poultry sector. South Korea currently 
uses imported chicken meat at 


restaurants and fast food chains. With 
the demand for poultry products on the 
rise, this will lead to a production 


Chicken (Broiler) 


1995 1996 1997 1998 1999 2000 2001 2002 2003 


Source: USDA 


In 2004, Canada exported 
CAN$244.3M of agri-food products to 
South Korea, with wheat accounting for 
31% and pork 13%. Canada imported 
CAN$42M of agri-food products from 
South Korea, with pasta accounting for 


Industrial Structure 
The number of people employed in the 
agriculture, forestry, and fishery 
sectors has declined from about 60% 
in 1965 to less than 10% currently. 
Although agriculture only accounts for 
3.6% of GDP, it accounts for 8.8% of 
employment. Since the 1960's, South 
Korea has been a large net importer of 
agriculture products, mostly consisting 
of: raw materials to support the 
manufacture of clothing and shoes for 
exports, wheat for food use and feed 
for livestock. 

concerns. 
Meat Consumption 
Asia-Pacific countries are generally 
moving towards a more western style 
diet. The demand for more variety, 
food-away-from-home and pre-packed 
convenience foods has increased 
significantly. This is due to increasing 
affluence, more women in the 
workforce, and a younger generation inventories have 
which is well-traveled and has acquired remained relatively 
a taste for different types of food. stable. 


SOUTH KOREA: LIVESTOCK INVENTORIES 
Swine Dairy Cows Cows Chickens* 


thousand birds 


104,326 
99,263 
97,631 

101,190 


* includes Layer and Broiler 
Source: USDA 


2004 2005 


Livestock Production 

The limited amount of land for 
agriculture production constrains the 
expansion of the livestock industry. 
While hog and dairy cow numbers 
continue to decrease, beef cattle 
numbers are increasing, and chicken 


increase in both layer and broiler 
chickens. Chicken farms have been 
evolving towards larger, more efficient 
farms due to increasing foreign 
competition. 


The demand for meat and poultry 
products in South Korea has increased 
significantly over the past decade in 
response to higher per capita income. 
However, after trending upward until 
2003, consumption of beef and veal 
34%. has recently declined. With the ban on 
US and Canadian beef due to Bovine 
Spongiform Encephalopathy (BSE), 
imports fell in 2004, causing beef 
consumption to decrease. With this 
ban, imported beef prices have risen, 
and consumers are switching to pork 
and poultry. Domestic beef prices 
have fallen somewhat, but still are 
roughly five times the imported beef 
price. Chicken consumption has 
remained constant while pork 
consumption has been increasing. 
Poultry consumption has recovered 
from the temporary, but dramatic 
decline in 2004 due to avian influenza 


Beef and Dairy 

The majority of the South Korean cattle 
herd is made up by native Hanwoo 
cattle which account for 70% of 
domestically raised beef while Holstein 
dairy cows make up the rest. Dairy 
cattle numbers are decreasing due to 
overproduction of milk and a herd 
reduction program. The typical herd 
size is usually between 1-4 head. 
However, the increase in numbers of 
beef cattle is expected to be reversed if 
Korea re-opens its border to US beef. 


In 2003, South Korea banned imports 
of beef and dairy products from 
Canada and the US when BSE was 
discovered. Prior to this ban, South 
Korea was Canada’s fourth largest 
beef importer. 


Hogs 

South Korea’s hog industry was hit 
with swine fever and foot-and-mouth 
disease in 2000. Many countries have 
banned pork imports from South Korea 
due to these diseases. 


SOUTH KOREA: WHEAT IMPORTS 
MARKET SHARE BY SOURCE 


2000 2001 2002 2003 2004 


39 
Australia 38 30 oH 28 38 
China - Zz 11 15 9 
Canada 8 SS) 4 5 5 
India - 7 5 3 4 
Ukraine Z 5 11 4 2 


Note: Wheat Includes Durum; Market Shares may not 
total 100 due to rounding 
Source: Global Trade Atlas 


The Korean Government recently 
announced a mandatory registration 
for hogs. Regulations require that hog 
farmers register their operations with 
the municipal government. Farmers 


and agree to attend extension classes 
on environmentally friendly agriculture 
once a year. Because of this 
regulation, inventories of hogs 
continued to decrease in the market 


must demonstrate that they have a 
minimum amount of space per animal 


SOUTH KOREA: WHEAT SUPPLY AND DISPOSITION 


year 2004-2005. 


crop year 2000 2001 2002 2003 2004 2005 
July-June -2001 -2002 -2003 -2004 -2005 # -2006 
Harvested Area (kha) 1 1 Pas Zz 3 3 


eee twee ss eee ee eee eee eee ehEILJUIOCAIIU LUJETT IG On. cece ee cece we ee ee eee e eens 


Carry-in Stocks 


Production 2 3 6 10 10 10 
Imports OI2Zle 3,979" 2-4 ,052 Ga 3434-3 700m Ss 700 
Total Supply 4,179 5,032 5,158 4,429 4668 4,653 
Exports 128 122 123 131 N25 125 
Feed 689 1,497 1,670 9203 a1 2009 1200 
Other Domestic Consumption 2312, (2:313 ee Zis00N 2420") 2400) © 2 400 
Total Use 3,129 3,932 4,173 3,471 3,725 3,725 
Carry out Stocks 1,050 1,100 985 958 943 928 


Stocks-to-use ratio (%) 


crop year 2000 2001 2002 2003 2004 2005 
October-September -2001 -2002 -2003 -2004 -2005 # ~-2006 
Harvested Area (kha) 16 14 ibd Te 18 19 
ee ak cg as eave eee thousand, tOnneS.< cccecc.seecenconns se 

Carry-in Stocks 1,038¢ -1,229R08191 721t285 420) = 41,006 
Production 64 5 is 70 78 80 
Imports 8.743 8621 8/86 »8:783) 78300) 8.500 
Total Supply 9,845 9,907 10,031 10,138 9,806 9,586 
Exports - = - - = : 
Feed 6,460 6,584 6,569 6,602 6,700 £6,800 
Other Domestic Consumption ZA5SGe ©2100 ZA 2 OSes 2 100 Ree2.100 
Total Use 8,616 8,735 8,746 8,710 8,800 8,900 
Carry out Stocks 1,229 1,172 1,285 1,428 1,006 686 
Stocks-to-use ratio (%) 14 iis) te) 16 11 8 


crop year 2000 2001 2002 2003 2004 2005 
October-September -2001 -2002 -2003 -2004 ~-2005 + # -2006 
Harvested Area (kha) 68 91 79 61 70 70 


Be Terran ak EER thousand tonnes... ee. 


Carry-in Stocks 
Production 


Imports _85 102 _65 _67 100 100 
Total Supply 314 485 365 287 360 360 
Exports : ' - : : - 
Feed 5 30 30 30 30 30 
Other Domestic Consumption 309 455 Boo 257 330 330 
Total Use 314 485 365 287 360 360 
Carry out Stocks - - - - = = 
Stocks-to-use ratio (%) 0 0 0 0 0 0 


Source: USDA, PSD Official Statistics 


Rice 
Rice is South Korea’s largest 
agriculture commodity produced. In 
2004-2005, South Korea production of 
milled rice was 5 million tonnes (Mt) 
and rough rice was 6.7 Mt. Since 
2000, area harvested has been 
decreasing, but is expected to 
increase in the 2005-2006 crop year. 
In 2004, imports were to be 4% of 
domestic consumption. These 
imports were not allowed to go 
directly to consumers but had to be 
channelled into the processing 
industry. In 2005, Korea modified its 
rice tariff quota import commitments 
in the World Trade Organization 
(WTO) such that the amount of 
imports at the lower in-quota tariffs 
will increase over the next ten years 
to 8% of domestic consumption and 
of these imports 10%, rising to 30% 
could go into the retail sector. There 
are also some country quotas within 
the import amount. Rice imports 
have been increasing over the past 
five years from 95,000 tonnes (t) in 
2000-2001 to 220,000 t in 2004-2005. 
Imported rice is steadily making up an 
increasing percentage of total 
consumption. At the same time, per 
capita rice consumption has 
decreased to 82 kilograms (kg) in 
2004 from 120 kg in 1990. The 
decrease in rice consumption is due 
to an increase in consumption of 
instant food, processed meals and 
rice substitutes, including bread and 
noodles and children eating more fast 
food. 


Cereal Grain 

In 1994, almost 20% of Canada’s 
total exports to South Korea 
consisted of cereal grains (wheat, 
oats, and rye). Ten years later, 
grains have dropped to 2%, due to 
increased competition from Australia, 
China and Ukraine. At the same 
time, the proportion of grains and 
other concentrates in the Hanwoo 
cattle feed rations is increasing, and 
the scale of feedlots, fattening 
purchased calves and culling of 
calves is growing. 


Wheat 

South Korea produces virtually no 
wheat. For 2004-2005, it imported 
3.7 Mt of wheat, 60/40 for food/feed 
use. Imported milling wheat is used 


for snacks, cakes, bread and noodles. 
Since feed wheat prices are expected 
to be attractive compared to corn 
prices, it is projected that feed wheat 
imports will increase in 2005-2006. 


The export market is dominated by 
Australia and the US, at about 40% 
each, in 2004. Australian Soft White 
wheat is a low-protein wheat preferred 
for noodle production. Almost half of 
the imports from the US are also a soft 
white wheat, which is not a major class 
produced in Canada. Canada has not 
been, and is not expected to be, a 
dominant player in the market for 
milling wheat but South Korea is 
expected to continue to be an 
important market for Canadian spring 
wheat. The CWB has signed an 
agreement to sell 120 thousand 
tonnes (kt) of premium quality Canada 
Western Red Spring wheat to the 
Korean Flour Mills Industrial 
Association (KFIA) for delivery 
between November 1, 2005 and 
October 31, 2006. This is the first 
formal signed agreement between the 
CWB and KFIA. 


South Korea has often been a market 
for Canadian feed wheat in years 
when, due to poor growing conditions, 
Canadian supplies of low quality wheat 
have been in surplus. Feed wheat 
exports from Canada increased 
significantly in 2004-2005. 


Over the next ten years, the world 
wheat trade is projected by the United 
States Department of Agriculture 
(USDA) to increase by about 15% of 
which the Asia-Pacific region is 
expected to account for nearly 50%. 
Canada’s ability to capture an 
increased share of this growing market 
will depend on the availability of the 
types of wheat demanded by this 
market. The new class of hard white 
spring wheat being produced in 
Canada is reported to have good 
noodle-making characteristics, and 
may help position Canada to increase 
its market share in the Asian noodle 
market. 


Coarse Grains 

Korean Coarse grain production is quite 
small, and consists mainly of barley 
and corn. The quantity of coarse 
grains that South Korea imports has 


increased slightly over the past five 
years. 


Corn is the major feed grain, with very 
limited domestic production averaging 
about 75,000 t. Consumption of corn 
for livestock feed has averaged 6.7 Mt 
over the past 5 years, and has 
increased from under 2 Mt in the late 
1970s to about 7 Mt in 2005. 
Compound feed production has grown 
in the last couple of years. Dairy cattle 
numbers have decreased, but 
production of compound feed for 
Hanwoo cattle and poultry is expected 
to increase, due to the ban on imports 
of Canadian and US beef. Corn 
imports are expected to remain stable 
at 8.5-9.0 Mt, with the US, China and 
Brazil the main competitors for the 
South Korean market. Small quantities 
of rye are also imported for feed. In 
2004-2005, Canada exported 3,304 t 
of rye to South Korea. 


Barley’s prominence in South Korean 
agriculture is due to its close historical 
relationship with rice. In production, 
barley is double cropped with rice 
during the short winter season. In 
consumption, pearled barley is used as 
an affordable rice extender: kernels are 
split, rolled and blended with the more 
expensive rice to reduce the cost of the 
product. Barley production averages 
about 0.25 Mt, most of which is used 
for human food. The largest exporter 
of malt (not roasted) barley to South 
Korea is Australia. 


Malt 

In 2004, Canada exported almost 22 kt 
of malt to South Korea. South Korea 
was Canada’s fifth largest market for 
this product. 


Beer consumption in South Korea 
increased by 2.9% per year over the 
1998-2003 period to 27.2 million 
hectolitres. Per capita beer 
consumption was about 45 litres (L) in 
2003, slightly higher than Japan but 
low compared to about 84 L in the US. 


Oilseeds and products 

Over the next 3 to 5 years, the South 
Korean oilseed market is expected to 
grow at a rate of 3-5% a year. The 
import market is dominated by 
soybeans, with virtually no canola or 
canola oil imported. 


Soybeans 

South Korea relies almost completely 
on oilseed imports. Soybean area and 
production levels are expected to 
remain small and stable in South 
Korea. Currently 85% of soybeans 
that are manufactured into soy 
products come from the US. 


In 2002, the government initiated a rice 
area reduction program which included 
a favourable government purchase 
price for soybeans that are grown on 
former rice paddies. In the marketing 
year 2004-2005, soybean area 
increased to 85.3 thousand 

hectares (kha), by 6% from last year. 

It is projected that in 2005-2006, 
soybean area will increase to about 
86.5 kha. 


Total soybean imports are expected to 
increase to 1.6 Mt in 2005-2006 from 
1.5 Mt in 2004-2005. The growth of 
imports has been due to the improving 
financial environment in the crushing 
industry. Over 80% of imported 
soybeans are processed into meal and 
oil and 20% is used by the food- 
processing sector. The Shin Dong 
Bang Corporation is building a new 
vegetable oil refinery which will have 
the capacity to refine 150 t per day of 
crude soybean oil and is expected to 
open in the second half of 2005. 


Soymeal 

Production of soymeal is expected to 
gradually increase in both 2004-2005 
and 2005-2006. This is due to an 
anticipated increased demand from the 
feed industry and improved crushing 
margins. It is forecast that imports of 
soymeal will be 1.40 Mt in the 2005- 
2006 market year, which is up from 
1.35 Mt in 2004-2005. Since 1999- 
2000, soymeal extraction rates have 
decreased to 75% from 79% because 
crushers have increased the 
production of dehulled soybean meal. 


Pulse Crops 

Pulse Canada has targeted South 
Korea as a market for feed peas. In 
December 2003, South Korea reduced 
the import tariff rate from 27% to 2% 
on a tariff rate quota (TRQ) of 160 kt 
for feed peas. In February 2004, the 
TRQ was increased to 450 kt but was 
reduced to 105 kt in 2005. 


Currently, Canada is not a 
large exporter of pulse 
crops to South Korea, but 
there is an opportunity to 
export more feed peas, 
since feed peas are 
competitive with lupins 
and other feed 
ingredients. 


Japan 


Last year, Canada 
exported 1 kt of feed peas 
to South Korea and only 
270 t made it through 
inspection. The rest was 
rejected, due to South Korean 
inspectors finding some straw in the 
peas, which they felt could be a carrier 
for Hessian flies. Currently the 
National Quarantine Services in South 
Korea and the Canadian Food 
Inspection Agency are working on a 
fumigating protocol. Until this protocol 
is accepted, exporters will be hesitant 
to sell feed peas to South Korea for 
fear of having it rejected. 


In 2003, Canada exported 2,440 t of 
beans and 609 t of peas to South 
Korea and in 2004, 2,060 t of beans, 
172 t of lentils and 1,552 t of peas 
were exported. For 2005-2006 it is 
forecast that Canada’s exports of 
beans and lentils will be higher than 
2004-2005 levels. Canada exports 
broad beans and fababeans to South 
Korea. 


POLICY ENVIRONMENT 


South Korea has one of the most 
protected agriculture economies in the 
world. The government's trade policies 
have imposed strong import barriers 
and have strongly supported farm 
prices and production of certain 
commodities. Producers are 
supported by high prices resulting from 
government purchases and high tariffs, 
import quotas and minimum market 
access agreements that protect 
domestic producers from import 
competition. Non-governmental 
organizations and consumer groups 
play an influential role in government 
farm policy. 


South Korea 
OECD Average 
Source: OECD 


PRODUCER SUPPORT ESTIMATE: 
COMPARISON BY COUNTRY 


1999 2000 


9.39 4.33 
25.62 22.16 
17.90 18.61 
39.67 34.44 
60.39 60.15 
65.84 66.73 
35.64 32.45 


Domestic Policy 


South Korean agricultural policy has 
two major goals, which are self- 
sufficiency and parity between farm 
and urban household incomes. To 
achieve these goals, the government 
uses strong producer price incentives 
and import barriers. Domestic 
production of rice, barley, corn, 
soybeans and tobacco are subsidized, 


Korea’s Aggregate 
Measure of Support 
commitment to the WTO, 
has limited these 
subsidies and 
government rice 


2001 2002 2003 


3.41 4.21 4.07 purchases dropped to 
22.95 18.94 17.98 ) 
17% of year 2000 

seal. 19.57 21.271 oroduction 
33.86 35.16 37.36 
eae oe es Support Programs 

: . ’ In South Korea, support 
30.72 Si:21 31.71| programs that are linked 


to either current outputs 
or inputs are above 90%. 
The producer support 
estimate (PSE) is at 63% versus the 
30% average of the OECD in the 
period 2002-2004. The PSE asa 
percent of the gross value of farm 
receipts averaged about 60% in South 
Korea, slightly higher than Japan, but 
significantly higher than Canada and 
the US which averaged 21% and 18%, 
respectively. 


with import barriers to protect rice, 


barley, vegetable, fruit and livestock 
farming. South Korea does not 
currently provide export subsidies for 


agriculture. 


Rice is central to South Korea’s 
agricultural policy, with the government 
affecting prices and producer income 


by purchasing a large 
rice production. Prior 
Round Agreement on 


Agriculture (URAA), the government of 
South Korea promoted a policy of self- 
sufficiency in rice designed to increase 
production and reduce consumption. 


South Korea’s PSE increased to 
US$19.8G in 2004 from $17.3G in 
2003. The majority of the PSE 
subsidies were government purchases 
of mandatory import quotas on key 
goods such as rice. This prevented 
the opening up of its market fully to 
outside competition. Direct support for 
farmers accounted for about 10% of 
the PSE. The PSE for rice is 76% and 
89% for beans. With government 
programs supporting producers, the 
consumer support estimate is always 
negative. This represents an implicit 
tax on consumers. 


amount of total 
the Uruguay 


Producer prices were supported by 


minimizing imports 
of rice. 
Consumption of rice 
was reduced by 
making it 
mandatory to blend 
barley and wheat 
with rice. Most 
processing uses of 
rice were forbidden. 
Between the years 
1990 and 1997, the 
average amount of 
rice purchased was 
26%. This comes 
at a high cost to the 
budget and 
taxpayers. Since 
1995, South 


SOUTH KOREA: ADJUSTMENT TARIFF 
FOR 2005 CROP YEAR 
General! Quota Tariff Rate 
Tariff 


percent) 


Commodit 


Wheat for feed 

Wheat for milling 
Malting Barley 

Unhulled barley for feed 
Maize for feed 

Maize for process 

Malt 
Soybeans 
"Basic Tariff Rate 
*/The number in parentheses is a temporary rate 
superseding the listed base rate. 

Source: USDA-Foreign Agricultural Service 


TRADE 


South Korea has a strategic interest in 
multilateralism to offset its dependency 
on immediate neighbours, i.e. China 
and Japan. South Korea became a 
member of the WTO in 1995 and a 
member of the Organization for 
Economic Co-operation and 
Development (OECD) in 1996. 

South Korea has a “developing nation” 
status within the WTO. Tariff rates of 
665% on imports of rice, 342% for 
barley and 346% for corn are currently 
in place. The government fears that 
the domestic farming industry could 
collapse if its markets were opened to 
lower priced imports. 


Tariffs 

Tariffs vary from product to product 
and tend to be higher for products that 
can displace domestic production and 
lower for products which are not 
produced locally in significant volumes. 
To keep the livestock and flour milling 
sectors in operation, South Korea has 
to import large quantities of wheat, 
feed grains and soybeans. In general, 
tariffs are higher for basic commodity 
products while processed; consumer- 
oriented products are subject to lower 
tariffs. 


South Korea’s basic position on the 
Doha Development Agenda (DDA) is 
to gradually lower agricultural tariffs 
and subsidies. In exchange, Korea 
would like the global community to be 
more flexible in expanding the scope of 
“sensitive and special” products. Rice 
is considered a sensitive product. 


South Korea imposes tariff rates in the 
range of 30% to 100% on many 
agriculture products plus a flat 10% 
value added tax that it imposes on all 
imports. There are TRQ which provide 
minimal access on certain products but 
the rate for over quota quantities 
makes the cost of imports prohibitive. 
The over-quota tariff rate for feed 
barley it is 327.6% and malting barley 
is 534%. South Korea also has 
discriminatory tariffs. The tariff on 
soybeans is 5% but 20% for canola. 
There are many markets in Asia that 
apply much higher tariffs to dried peas 


for livestock feed than for competing 
products like soybean meal and corn 
meal. South Korea tends to apply 
higher tariffs on more value-added 
products. Since it is more cost 
effective to import soybeans and crush 
them, this leads to a lost opportunity of 
approximately $70M for the Canadian 
industry. 


Trade Agreements with South Korea 
Korea currently has an FTA with each 
of Chile, Singapore and the European 
Free Trade Association (comprising of 
Iceland, Norway, Liechtenstein and 
Switzerland). South Korea is currently 
negotiating bilateral and FTA 
agreements with: Israel, US, China, 
Association of Southeast Asian 
Nations, Japan, Brazil, India, Malaysia, 
and Philippines. The most important 
trilateral agreement is with Japan and 
China. 


In January and March 2005, Canada 
and South Korea held preliminary 
exploratory discussions on the 
possibility of an FTA. Canada and 
South Korea held the first round of 
FTA negotiations on July 28, 2005, 
with a second round scheduled for the 
last week of September, 2005. 
Canada is seeking a comprehensive 
FTA, which has the potential to 
deliver significant commercial benefits 
across a wide range of the Canadian 
economy — from agriculture to high- 
tech services to investment. In 
addition to increasing bilateral trade 
and investment, an FTA with South 
Korea would serve as a “gateway” 
into the dynamic Northeast Asian 
region. 


South Korea is hosting the Asia- 
Pacific Economic Corporation (APEC) 
conference in 2005. There is a series 
of Ministerial meetings throughout the 
year, cumulating in an APEC Heads 
of Government conference in 
November. 


Trade Potential for Canada 
Expansion of the livestock industry in 
South Korea will require increased 
imports of feed. Canada could look at 
increasing soymeal exports and try to 
get canola meal into the market. 


6 
Higher beer consumption is also 
expected to lead to increased demand 
for malt and/or malting barley. The 
agreement between the CWB and 
KFIA could lead to further contracts to 
export premium quality wheat to South 
Korea. 


An FTA will not affect pea exports at 
the present time due to the feed peas 
that were rejected. Once Canada and 
South Korea have reached an 
agreement on a fumigating protocol, 
feed pea exports may increase. Bean 
exports have been increasing over the 
past years, and it is expected that this 
trend will continue. 


This article was written by 
Rachelle Hollman, 
a former Junior Market Analyst 
with the Market Analysis Division. 


For more information contact: 
Fred Oleson, Chief 
Phone: (204) 983-0807 
E-mail: olesonf@agr.gc.ca 


© Her Majesty the Queen in Right of Canada, 2005 


Electronic version available at 
www.agr.ge.ca/mad-dam/ 


ISSN 1207-621X 
AAFC No. 2081/E 


Bi-weekly Bulletin is published by the: 
Market Analysis Division, 
Marketing Policy Directorate 

Strategic Policy Branch 

Agriculture and Agri-Food Canada. 
500-303 Main Street 

Winnipeg, Manitoba, Canada R3C 3G7 
Telephone: (204) 983-8473 

Fax: (204) 983-5524 


Director: Maggie Liu 
Chief: Fred Oleson 
Editorial Board: 

Fred Oleson, Arthur Friesen 


To receive a free e-mail subscription to 
Bi-weekly Bulletin, please send your request to 
bulletin@agr.gc.ca. 


Issued also in French under title: 
Le Bulletin bimensuel 

ISSN 1207-6228 

AAFC No. 2081/F 


© Printed on recycled paper 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, 


Canadian Embassy in the Republic of Kore 


we wish to gratefully acknowledge input from the following: 
a, Canadian Wheat Board, International Trade Canada, Market and Industry Services Branch (AAFC) 


B. CASH PRICES AND REPLACEMENT VALUES August 22, 2005 
PRAIRIE GRAINS 


This week Last week Month ago Year ago 
Selected Points Price Basis 22-Aug-05 8-Aug-05 25-Jul-05 23-Aug-04 

From: Thunder Bay(WCE) (2) eSATA PS ST | A Whats sf 0700 te fee 108,00 bea aN 100, OONEeE |SCaRRET EOL al 
eS ee ee ees ee a ee 
a i Oh Ea ee oe a Se ee 
Lee OLS ET Mes EE on eT eee 
ee SE Se i ee 
a EE ee re eT oe ee ee ee 
ee Oe es ee a een a 
ee Se ee a en ee 
ee es ee Pe eee ee 
Moncton, NB Truck via Halifax Wheat 457-25] — 468.25 | 45935 | to 
eee oe) ee Leone eee ee 
ee a ee Ee 
puto, NS litck vig Hata se Wheat | 151227 | tezzen teas] ee 
ee SE ee eo LE ne ee eS = ee 
Sn I ee Lee 
ae a oe a re re ee 
ee SS Ee Oe eee 
a eer ee en ee 
ic eA SES Le IL ee ek ea 
ee a ee ae I ee ne 
ee ee eee eS nn en ee ee 
Pee ee ee CE eS ee es Se 
ee ee Ea See ee ne 
ee Si Se i ee ese Nee N/A 

ee a re Sean vee ee N/A N/A 


Moncton, NB 


Montreal, QC ESS Se er aa a ee Es 


ue) 
pe) 

— 

: 

< 
> 
S 
> 
€ 
> 
ce 
> 


Track / Truck via Sydne 
Stephenville, NL N/A 


SS ee Le ea eee ee 2 ane 


22-Aug-05 


= 
T 
[e) 
3 
e 
7) 
lies 
pe) 
x 
oO 
= 
fo) 
= 


a Se er ee, 8-Aug-05 25-Jul-05 23-Aug-04 

On: Board Vessel sedi dies] wi | iaertega ea] A G3 OG mate eaen100:0Geanet| aaiediel 22 /e0 Ramm etaaet 30/401 a 
Lo: 3 Mota COG STS (1) Si -o  | Sa g3 lPaE0 (C| NRELAo @L 
FE rormieS Cc G6 (1) SES SSS ch a | Sr | 004k | he NE]. A I 10. 
To: Montreal, QC rack Ae eee i Wl Da bhakti 0127-00 
From: Chatham, ON Tack sini: ai RSG | Obi S547 ASE. anil Sian(09 77m S.a1 10.50 7 AN O2-Do ae [LAS To 
To: Montreal, QC LEE ene ee ee ee 
(cea ee Pee ree ee eee 
To: <= Montreal OC Sea | Track aaa ae imnanainas | NR aia ab eed|@ 007400] OC I16 8 708n T7505 MERRIORRNRTADS SEE 
Ce ie ee Se Cee IG ae eee ee ey ees 
a ee ir See ee PS oe en Sa ee 
|__Stephenville, NU__[Track/ Truck via Sydney [SSCS 378.00 | 319.47 | 345.65 | 47633 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shippino points plus the full transfer costs including duty and exchange where ap plicable 
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B. CASH PRICES AND REPLACEMENT VALUES September 6, 2005 


PRAIRIE GRAINS 
This week Last week Month ago Year ago 
6-Sep-05 22-Aug-05 8-Aug-05 13-Sep-04 


From: Thunder Bay(WCE) (2) [In-Store SSS—S*d|=SSSSSCWheat——=S«dY'~S=«*407.00 107.00 108.00 136.80 
ae PPS PT ERE Oats en eedae ts 149.50 155.25 141.75 


al 
: 
2 


(Lethbridge) |  CS™~*~—“‘ésLSSC*#S@Baarley’”~=—=S*~*«dY~S 402.00 104.00 105.00 105.00 
0: Bayport, ON ( 130.61 130.61 131.61 160.41 


A ee eee eee PS ONE oa OI ee 
ee Ss LE ae REE Lee eae ge ae Ee 
SR OMe Lee Bee ee 
a a er ae en 
Pn ee Pe Ree eC Ieee Ae de 
Truck via Halifax eee Wheat seers 07s157.25eu|pee 157.25 leg ibdose f |e C1870 
Pte Lee e OL See eso En. Je ae eee i 
a ee ee cd dL nS ll 
| Truro,NS_ ‘Truck via Halifax 
ae a S| 
Se a ee ee ee 
SSE ae OMe [ein STL (Le eet eee ee 
Re ee ee er en ede i eee 
a ee a i eee 
ee ee ee oe er ed 

eee ADS =| 


a ee Ee a Se eS lee N/A 
Lice See Se a TN ee ee ee N/A 
5 ee es ARS MiWheat ed ae NAR a USTs PN N/A 


Bayport, ON 


GaSe so tee a ee Le ed 
Track 
ee i eee er ee ee ee 
ee Se Se RSS RE ae Le ee 
a ee ee ee Sa ee a I a Ce 
Moncton, NES BSE PAL HeLa keeps SV hear | eum AD aT CREAR PPRMEN A mene 1] IE oa 
a es Se ea eae = Sao eee 
i ee Se ir 
Se Sel aaah eae Ee eed Ne ls 
a ae ee en ee ea 
ee Se [rack Muck viaisydney Ae (em ab arley EEE MORIA oe [eRe NA SD RRR A a ENR NANSRS 
SSE ee Se) eT ad i I i 
ae ae eee (OE la ee I 
a ee a eee Eee ee EL an eee aS es CS ee 
a ee Ss eee Eee Ses oat ST eens ts ee oe 
Cea ea ee ae a ee ae ee 
Comsat i Sn ewe ns ot <ew F289 6'Sep-05" 22 Aug. 05 8-Aug-05 13-Sep-04 
From: USLakePort __|OnBoardVessel | SCSC*C*‘idRS(C‘é(G =| ~=g8.09~—~«| ~~=«10006 + S07 88 
In-store Se a Ee ee ee 
From: Chicago (L), sai P| Tracksiaeiayae ania | ONaFoy Mewhen tg] 9901.62 5.) wengg04bas [RNNOL OOM [o-mnet19 BT | 
To: ___ Montreal, QC ice es ae aaa Cpe ee ee RT ae ed 
Fromm ChathampON = 1 [Track 5° 5 F-ige ) [aie ee 9 1) 405.65 | ec100.070s Pon doco [0S tan om 
To: Montreal, QC Track as eS 2 hri129 Saas een igahAw: (RN S4 ee GT ST | 
From: Hamilton, ON Ra SS eee eee Ee ee oe ee 
To: Montreal, QC (cee Se a ee a ee ee ed 
| Moncton, NB Track ER SSS Sie Ree eer ae 
Siti TS it Tea eee a ee ee eed ee 
| ___Stephenvile, NL [Track/Truck viaSydney | SSCSC~CSYSCét8G'ST ~~ ~—-3:78.00 | 319.47«YS 308.30 
1. Prices include ONE month of storage and interest charges n/a = not available 


2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Rivieres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION August 31, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded __ Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha = ------------------------ thousand metric tonnes - - - - --------------- Sit 


EEE 
Dry Peas 


2001-2002 1,344 1,285 17 2,023 Zi 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005p 1,388 1,345 2.48 3,338 40 3,583 1,900 1,083 600 135 
2005-2006f 1,410 1,364 2.37 3,228 30 3,858 2,100 1,158 600 115-145 
Lentils 

2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005p 778 750 1.28 962 8 1,008 510 328 170 310 
2005-2006f 860 847 1.44 1,219 5 1,394 620 324 450 265-295 
Dry Beans 

2001-2002 184 175 1.70 298 42 380 263 82 35 725 
2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 ANS 356 31 482 344 83 55 495 
2004-2005p 163 126 eo 220 30 305 263 37 5 650 
2005-2006f 203 172 lei? 304 40 349 270 59 20 530-560 
Chickpeas 

2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005p 47 39 trod 51 5 76 45 26 5 385 
2005-2006f ah 72 1.39 100 5 110 65 35 10 410-440 
Mustard Seed 

2001-2002 166 158 0.66 105 3 ZS 171 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005p 317 304 1.00 305 2 399 130 79 190 295 
2005-2006f PANT 212 1.04 220 2 412 150 Tle 185 285-315 
Canary Seed 

2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 251 243 0.93 226 0 246 168 11 67 345 
2004-2005p 356 318 0.94 300 0 367 AS: 37 155 230 
2005-2006f 204 199 e2s 244 0 399 185 44 170 205-235 
Sunflower Seed 

2001-2002 fe 67 1255 104 29 179 92 65 22 355 
2002-2003 100 95 il fetes 157 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005p 87 59 0.92 54 30 109 35 69 5 490 
2005-2006f 98 81 le oi 106 30 141 hs 76 10 375-405 
Buckwheat 

2001-2002 14 14 1.14 16 1 ‘lz 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 oth, 10 1 14 5 i 2 355 
2004-2005p 9 i 0.71 5 1 8 4 4 0 355 
2005-2006f 7 5 1.00 5 1 6 2 4 0 340-370 
Total Pulse And Special Crops (‘c) 

2001-2002 So Sit 2,993 E23 3,681 120 4,543 2,671 1,203 669 

2002-2003 3,025 2,399 1.16 2,788 130 3,587 1,740 1,209 638 

2003-2004 2,797 Zale 1835 3,680 81 4,399 2,492 1,403 504 

2004-2005p Sloe 2,948 1.78 5,235 116 5,855 3,062 1,663 1,130 

2005-2006f 3,075 2,952 1.84 5,426 si) 6,669 3,447 etal 1,445 


(a) August-July crop year. 

(b) Excludes products. 

(‘c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


p: preliminary 
f: forecast, Agriculture and Agri-Food Canada, August 31, 2005 


Source: Statistics Canada and industry consultations. 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


Total Canadian pulse and special crops production is estimated to increase by 4%, from 2004-05, to 5.43 million tonnes (Mt), based on 
Statistics Canada’s (STC) July 31 production estimates and AAFC forecasts where STC estimates were not available. Total supply is 
expected to increase by 14% to 6.67 Mt, due to higher production and higher carry-in stocks. Exports are forecast to increase by 13% 
and domestic use by 7% due to stronger demand, but carry-out stocks are also expected to increase. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas and mustard seed, decrease for dry peas, lentils, dry beans, canary seed and 
sunflower seed, and be the same for buckwheat. 


August 31, 2005 


STC’s yield estimates are significantly higher than trend for Ontario, Saskatchewan and Alberta, and much below trend for Manitoba. 
Since the survey was conducted from July 20 to August 5 before the start of harvest, the actual yields for crops in western Canada 
could be lower than the estimates because of hot and dry weather in late July and early August. Crop abandonment is expected to be 
slightly lower than normal, except for Manitoba where significantly higher than normal abandonment is expected. Harvest progress 
is about a week behind normal, but significantly ahead of 2004-05. Harvesting of dry peas, lentils, chickpeas and mustard seed is 
underway and harvesting of canary seed and dry beans has started. The buckwheat harvest is expected to start in mid September and 
the sunflower seed harvest in early October. Quality is expected to be normal and significantly better than in 2004-05, assuming that 
precipitation and temperatures will be normal for the harvest period. Wet weather and early frosts would reduce both yields and 


quality. 


The main factors to watch are precipitation and temperatures during September and October in Canada. Other factors to watch are 
the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates, and growing and harvest 
conditions in major producing regions, especially United States, India and Australia. 


DRY PEAS 

For 2005-06, production is estimated to 
decrease by 3%, as a 2% rise in seeded area is 
more than offset by lower yields. Production 
is expected to decrease for yellow, green and 
other types. Supply is forecast to increase by 
8% due to higher carry-in stocks. World 
supply is expected to increase by 2% to 12.6 
Mt, but use is also forecast to increase, 
resulting in stable carry-out stocks. Canadian 
exports and domestic use are expected to 
increase due to stronger demand in the food 
markets in Asia and in the feed markets in the 
EU and Canada. Carry-out stocks are forecast 
to remain stable, with a stocks-to-use (s/u) 
ratio of 18%. The average price, over all 
types, grades and markets, is forecast to 
decrease slightly due to the higher world 


supply. 


LENTILS 

For 2005-06, production and supply are 
estimated to increase significantly, due to an 
11% rise in seeded area and higher yields. 
Production is expected to increase for all 
types; large, medium and small green, and red. 
World supply is forecast to increase by 14% to 
4.44 Mt. Although world use is expected to 
increase because of higher demand, resulting 
mostly from lower prices, carry-out stocks are 
forecast to rise. Canadian exports are 
expected to increase by 22% due to the higher 
demand. Carry-out stocks are forecast to rise 
significantly, with a s/u ratio of 48%. The 
average price, over all types and grades, is 
forecast to decrease moderately from 2004-05, 
as pressure from higher world supply is partly 
offset by support from higher quality. 


DRY BEANS 

For 2005-06, production and supply are 
estimated to increase, due to a 25% rise in 
seeded area and lower abandonment. 
Production is expected to increase for white 
pea, pinto, black, dark and light red kidney, 
cranberry and small red beans, but remain 


stable for Great Northern and pink beans. US 
production is forecast to increase by 44% to 
1.12 Mt, while supply increases by only 20% 
to 1.26 Mt due to lower carry-in stocks. 
Canadian exports are forecast to increase 
slightly due to higher supply. Carry-out 
stocks are expected to increase, with a s/u 
ratio of 6%. The average price, over all 
classes and grades, is forecast to decrease due 
to the higher supply. 


CHICKPEAS 

For 2005-06, production and supply are 
estimated to increase, because of a 65% 
increase in seeded area, lower abandonment 
and higher yields. Production is expected to 
increase for large and small kabuli types, but 
decrease slightly for the desi type. World 
supply is expected to increase marginally to 
8.95 Mt. Canadian exports are forecast to 
increase due to the higher supply. Carry-out 
stocks are expected to increase, but remain 
low. The average price, over all types, grades 
and sizes, is forecast to increase due to higher 
quality and a shift to the production of the 
higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production is estimated to 
decrease by 28% because of a 32% fall in 
seeded area, which is partly offset by higher 
yields. Production is expected to decrease for 
all types, yellow, brown and oriental. Supply 
is expected to increase slightly due to higher 
carry-in stocks. Although exports are forecast 
to rise due to higher demand, carry-out stocks 
are forecast to decrease only slightly, with a 
s/u ratio of 81%. The average price, over all 
types and grades, is expected to increase 
marginally as higher quality more than offsets 
pressure from the higher supply. 


CANARY SEED 

For 2005-06, production is estimated to 
decrease by 19%, as a 43% fall in seeded area 
is mostly offset by higher yields. Supply is 


expected to increase by 9%, as higher carry-in 
stocks more than offset the fall in production. 
World supply, 90% of which is in Canada, is 
forecast to increase by 8% to 440,000 t. 
Although Canadian exports are expected to 
increase due to higher demand, carry-out 
stocks are forecast to rise, with a s/u ratio of 
74%. The average price is forecast to 
decrease because of the higher supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
estimated to increase due to a 12% rise in 
seeded area, lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US 
supply is forecast to increase by 49% to 1.62 
Mt. World supply is expected to increase by 
5% to 28.7 Mt. Canadian exports and 
domestic use are forecast to increase because 
of the higher supply. Carry-out stocks are 
expected to increase, but remain low. The 
average price, over both types and all grades, 
is forecast to decrease because of the higher 
supply in US and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production is forecast 
to remain stable, as a lower seeded area is 
offset by lower abandonment and higher 
yields. Supply is expected to decrease due to 
lower carry-in stocks. Exports are forecast to 
decrease and carry-out stocks are expected to 
be negligible. The average price is forecast to 
be the same as in 2004-05, in line with a 
relatively stable world supply. 


FURTHER INFORMATION: 

Stan Skrypetz ............ssce00 (204) 983-8972 
Waals Secccessesciaatsse skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
BI hecccsskssacctaoreetevers olesonf@agr.ge.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION August 31, 2005 


Grain and Area Imports Total Exports Food & Feed, Total Carry-out Average 
: : Industrial Waste & Domestic : 
Crop Year Seeded _ Harvested Yield Production (b) Supply (c) Use (e) Dockage Use (d) Stocks Price (f) 
) 000 ha--------- tha thousand metric tonnes-—______________—— 

Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 220 684 1,788 224.21 
2004-2005P 2,230 2,141 2.32 4,962 1 6,751 3,170 255 406 881 2,700 199 * 
2005-2006F 2,280 2,232 2.28 5,083 1 7,784 3,600 260 524 984 3,200 Oi 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,300 2,775 3,222 6,804 4,292 206.03 
2004-2005P 8,169 Velee Pf 20,898 13 25,203 11,400 2,770 4,763 8,303 5,500 187 * 
2005-2006F 7,742 7,530 2.61 19,633 10 25,143 13,200 2,800 3,833 7,443 4,500 184 ** 
All Wheat 
2003-2004 10,662 10,467 2.25 23,552 18 29,295 /P7/ 3,027 3,442 7,488 6,080 
2004-2005P 10,339 9,862 2.62 25,860 14 31,955 14,570 3,025 5,169 9,185 8,200 
2005-2006F 10,022 9,762 253 24,716 11 32,927 16,800 3,060 4,357 8,427 7,700 


a en ee ee ee ee ree ee ee ee 
Barley 


2003-2004 5,046 4,446 PTE 12,328 36 13,838 2,445 298 8,579 9,291 2,102 135.80 

2004-2005P 4,678 4,050 3.26 13,186 100 15,388 2,000 300 9,553 10,288 3,100 AZo 

aaa 4,520 3,915 3.16 12,358 30 15,488 2,500 380 10,003 10,788 2,200 105-125 
orn 

2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 346 2,415 8,890 adeonin 1,143 137.18 

2004-2005P 1,185 1,072 8.24 8,836 2,400 12,378 150 2,650 8,463 11,128 1,100 100.00 

2005-2006F WA 1,072 7.74 8,297 2,800 12,197 150 2,700 8,332 11,047 1,000 100-120 

Oats 

2003-2004 PIM (72 1,575 2.34 3,691 19 4,234 POD 140 1,581 1,888 788 136.65 

2004-2005P 1,995 eon 2.80 3,683 25 4,496 1,500 130 1,574 1,896 1,100 130.68 

2005-2006F 1,955 1,418 2.63 Selo iS 4,846 1,700 170 1,781 2,146 1,000 120-140 

Rye 

2003-2004 246 147 2.22 2 0 357 Vita 47 60 125 60 104.44 

2004-2005P 284 165 2.53 418 1 479 230 48 109 174 TAS 70-80 

2005-2006F 218 159 2.39 380 1 456 200 48 111 176 80 70-90 

Mixed Grains 

2003-2004 241 16%) 2.84 384 0 384 0 0 384 384 0 

2004-2005P 220 111 2.87 318 0 318 0 0 318 318 0 

2005-2006F 219 120 2.62 314 0 314 0 0 314 314 0 

Total Coarse Grains 

2003-2004 9,070 7,529 3.50 26,317 2,162 31,618 4,519 2,899 19,495 23,006 4,093 

2004-2005P 8,362 6,713 3.94 26,441 2,526 33,060 3,880 3,128 20,018 23,805 SiS VAS 

2005-2006F 8,031 6,684 S).7h8) 25,080 2,846 33,301 4,550 3,298 20,541 24,471 4,280 

Canola 

2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390 alae 3,545 609 387.04 

2004-2005P 5,319 4,938 Ay) 7,728 150 8,487 3,410 3,031 419 3,502 cor As: 309.15 

2005-2006F 5,485 5,214 1.60 8,325 150 10,050 3,500 3,200 605 3,850 2,700 280-320 

Flaxseed 

2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 

2004-2005P 728 528 .98 by l7/ 40 650 465 n/a n/a 160 25 n/a 

2005-2006F 844 809 1.29 1,044 20 1,089 700 n/a n/a 239 150 320-360 

Soybeans 

2003-2004 1,051 1,047 PANTS 2,268 587 3,000 914 1,500 i 319 1,947 140 395.04 

2004-2005P 1,229 1,178 2.59 3,048 450 3,638 1,000 1,580 488 2,193 445 248 

2005-2006F 1,176 qlee} 2.56 2,963 250 3,657 1,000 1,750 44 447 2,307 350 240-280 

Total Oilseeds 

2003-2004 6,531 6,464 AROZ 9,794 850 11,811 5,277 n/a n/a 5,693 841 

2004-2005P TZU, 6,643 ete) 11,293 640 12,774 4,875 n/a n/a 5855 2,045 

2005-2006F 7,506 Halten| qe ZOOL 420 14,796 5,200 n/a n/a 6,396 3,200 

Total Grains And Oilseeds 

2003-2004 26,263 24,461 2.44 59 663 3,029 72,724 25,523 n/a n/a 36,187 11,014 

2004-2005P 26,038 23,219 2.74 63,595 3,180 77,789 23,325 n/a n/a 38,844 15,620 

2005-2006F 25,559 23,627 2.63 62,128 SLATS 81,024 26,550 n/a n/a 39,294 15,180 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), Barley (No. 1 feed, WCE, 
cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); Rye (No.2 Canada, Elevator bids at select western 
delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* CWB Pool Return Outlook (PRO) — July 28, 2005 ** CWB Pool Return Outlook (PRO) — August 25, 2005 

" Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

P: preliminary 

F: forecast - Agriculture and Agri-Food Canada - August 31, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, Canadian grain and oilse 


63.6 Mt in 2004-05, largely based on S 


Total supply of grains and oilseeds in Canada for 2005-06 is forecast to increase, 
higher carry-in stocks. Exports are forecast to increase by 15% 
Total domestic usage is also forecast to increase but carry- 
prices are forecast to decline for wheat, but remain stable 
continue to be pressured by the strong Canadian dollar. 
and the US, import demand from China, 


WHEAT (ex-durum) 

For 2005-06, production is estimated to fall by 6%, 
due to lower area and yields. Although yields are 
Slightly below last year, they are 10% above the 
10-year average. Total supply is forecast to 
decline only marginally, due to higher carry-in 
Stocks. These stocks are estimated to be mainly 
of low quality and as a result feed use is forecast 
to remain high, although down sharply from 2004- 
05. Exports are forecast to rise by 16% due to 
larger supplies of good quality wheat. Carry-out 
Stocks are forecast to decline to a historically low 
level. The Canadian Wheat Board (CWB) August 
Pool Return Outlook (PRO) for Canada Western 
Red Spring wheat is below 2004-05 for high 
quality wheat, but unchanged to slightly higher for 
lower grades. Protein premiums have declined 
from last year, due to larger supplies of high 
quality spring wheat. 


DURUM 

Production is estimated to rise slightly due to 
higher seeded area and reduced abandonment. 
Although yields are lower than in 2004-05, they 
are 12% above the 10-year average. With record 
Carry-in stocks, total supply is expected to rise by 
15% to a record 7.8 Mt. Exports are expected to 
increase by 14% due to increased supplies of high 
quality durum and increased demand from major 
importers due to dryness in North Africa and 
southern Europe. However, Carry-out stocks are 
projected to rise by 19% to a burdensome 3.2 Mt. 
The CWB 2005-06 PRO is below 2004-05 for all 
grades, due to higher North American supplies. 


BARLEY 

Production is estimated to fall by 6% from 2004- 
05, due to lower yields and harvested area. Total 
supply, however, is projected to increase slightly 
as lower production is more than offset by higher 
Carry-in stocks resulting from the large production 
of low-quality barley in 2004-05. Exports are 
expected to rise by 25%, due to higher exportable 


ed production is estimated b 
tatistics Canada’s (STC) 

Hot and dry weather experienced during August, after the surv 
expected by farmers at the end of July. Production in western 
47.7 Mt, with lower yields more than offsettin 
down by 6%, to 14.4 Mt. Crop development is near normal in western 
by hot and dry conditions. Harvesting in western Canada is about 15% complete, 
all crops is expected to be near normal, although wheat protein levels may be belo 


EU export policy, 


supplies of malting quality barley and less 
competition in overseas feed barley markets. 
Carry-out stocks are expected to drop significantly 
to near normal level. The off-Board feed barley 
price is forecast to rise slightly. Malting barley 
prices will be pressured by higher world 
production, with the CWB PRO for Special Select 
2-Row down by $6/t from 2004-05 to $172/t. 


OATS 

Production is estimated to increase Slightly, as 
higher harvested area more than offsets lower 
yields. Total supply is expected to rise by 8%, due 
to higher carry-in stocks, which resulted from 
below-normal exports in 2004-05 related to the 
poor crop quality. Exports are forecast to rise by 
13% due to larger supply and improved crop 
quality. Carry-out stocks are expected to 
decrease. Feed oats prices are forecast to be 
similar to 2004-05, with reduced premium for 
milling oats. 


CORN 

Production is estimated to decline by 6% due 
mainly to lower yields. This is expected to result in 
a 17% increase in corn imports, mainly from the 
US to eastern Canada. Shipments of feed wheat 
and barley from western to eastern Canada are 
expected to decrease. Food and industrial use is 
forecast to rise, due to higher ethanol production. 
Prices are expected to rise due to higher Chicago 
corn prices and strengthening Chicago-Chatham 
spreads. 


CANOLA 

Production is estimated to rise by 8%, with total 
Supply expected to increase by 18% due to higher 
carry-in stocks. Crop quality is expected to be 
Slightly below normal due to stress from heat and 
excessive moisture and premature ripening. 
Despite burdensome supplies, domestic crush and 
exports are forecast to rise by only 6% and 3% 
respectively, due to competition from large 


August 31, 2005 


y AAFC to decrease to 62.1 million tonnes (Mt), from 
“July 31 Estimate of Production of Principal Field Crops”. 
ey was taken, may result in actual yields being lower than 
Canada is estimated to decrease by 1% from 2004-05, to 

g a larger harvested area. In eastern Canada, production is estimated to be 
Canada, but in eastern Canada crops are stressed 
slightly behind average. The quality of 
W average due to above normal yields. 


to a near record level, due to sharply 
to about 27 Mt on support from improved quality. 

out stocks will remain historically high. Generally, world 
or rise slightly for corn and soybeans. Prices in Canada will 
The major factors to watch are: harvest conditions in Canada 
ocean freight rates and the Canada/US exchange rate. 


supplies of palm oil and soybeans in competing 
countries. Carry-out stocks are forecast to 
increase sharply, to a record 2.7 Mt. The average 
price is forecast to decrease under pressure from 
historically low US soyoil prices, the high 
Canadian dollar and the burdensome Carry-out 
stocks. 


FLAXSEED (excluding solin) 

Production is estimated to increase by 102% to 
the highest level since 1998-99, due toa sharp 
rise in seeded area. Total supply is expected to 
rise by 68%. Exports are forecast to increase 
sharply due to strong EU demand and higher 
supply. Carry-out stocks are expected to rise 
sharply, but are not considered to be 
burdensome. The average 2005-06 price is 
expected to decline. 


SOYBEANS 

Production is estimated to fall by 3%, due to lower 
seeded area and yields. Despite lower imports, 
total supply is expected to rise slightly due to 
higher carry-in stocks. Domestic use is expected 
to rise by 5%, to a near record level. Exports are 
forecast to remain stable despite competition from 
large US and South American supplies. The 
average Chatham price is forecast to rise, due to 
Stronger world soybean prices. 


FURTHER INFORMATION: 
Wheat .....Glenn Lennox....(204) 983-8465 


E-Malicc-ee eee lennoxg@agr.gc.ca 
Coarse Grains......Joe Wang....... 983-8461 
E-Mail e coo wangjz@agr.gc.ca 
Oilseeds........ Chris Beckman ....... 984-4929 
EMail Scsrctran cers sanes ate beckmac@agr.gc.ca 
Fred Oleson, Chief ............0.......... 983-0807 
Estria Sttcceeetsnnnan olesonf@agr.gc.ca 


www.aqr.gc.ca/mad-dam 
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million tonnes 


CANADA: DURUM WHEAT 
SUPPLY AND DISPOSITION 


1991-1992 1993-1994 1995-1996 1997-1998 1999-2000 2001-2002 2003-2004 
crop year (August-July) 


f: forecast, AAFC August 2005 
Source: Statistics Canada 
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4 bu/ac above the 10-year average. 
Production is estimated by SC at 
19.6 Mt, 6% below 2004-2005. 


Assuming normal harvest weather, the 
quality of the crop in western Canada is 
expected to be much better than in 
2004-2005, when one of the poorest 
quality crops on record was harvested 
due to premature frost and wet harvest 
conditions. However, protein content is 
negatively correlated with yields, so 
that protein levels may be below 
normal. In Ontario, production is 
forecast to decline by 5% to 1.6 Mt, but 
with good quality reported. 


Carry-in stocks have risen by 28%, 
partially offsetting the lower production. 
Supplies are projected to be only 
marginally lower than for 2004-2005. 
However, these stocks are largely of 
poor quality wheat, which is expected 
to result in above-normal wheat feeding 
for the second year in a row. Exports 
are forecast to increase by 16%, to 
13.2 Mt, due to increased supplies of 
good quality wheat. Carry-out stocks 
are projected to fall by 18% toa 
historically low 4.5 Mt, due to improved 
crop quality and strong export demand. 


For durum wheat, 2005-2006 area 
seeded is similar to last year at 

2.3 Mha, with reduced levels of 
abandonment resulting in a 4% 
increase in harvested area. The good 
moisture and heat this summer has 
increased durum yield potential, and 
the average yield is estimated at a well 
above average 2.28 t/ha (33.9 bu/ac), 
just marginally lower than in 2004- 


2005. As a result, production is 
estimated to increase by 2%, to 5.1 Mt, 
the highest since 2000-2001. 


As with non-durum wheat, quality is 
expected to be much better than last 
year, but potentially below normal, due 
to the wet growing conditions. As well, 
protein levels may be below average. 


Carry-in stocks are up by 48%, ata 
record 2.7 Mt, with most expected to be 
of lower grades. Supplies are 
projected to increase by 15%, toa 
record 7.8 Mt, well above the 10-year 
average of 6.3 Mt. Exports are 
projected to rise by 16%, to 3.6 Mt, due 
to increased supplies, particularly of 
the top milling grades, and improved 
world demand, particularly in the EU 
and North Africa. However, durum 
demand is inelastic as there are few 
uses for the crop other than for pasta 


2005-2006f 


4 
or couscous, and it is unlikely that all 
Canadian supplies in 2005-2006 can 
be exported or consumed domestically. 
Therefore, carry-out stocks are 
expected to rise for the fourth 
consecutive year, to a record 3.2 Mt, 
well above the 10-year average of 
1.8 Mt. 


PRICE OUTLOOK 


World 

For 2005-2006, wheat prices are 
expected to generally decrease from 
2004-2005. Pressure from higher 
carry-out stocks in the US is expected 
to more-than offset support from lower 
production and carry-out stocks at the 
world level. As the major wheat futures 
markets are located in the US, and 
since the US is a major producer and 
exporter of wheat, the US market has 
a disproportionate impact on world 
wheat prices. Global import demand is 
expected to decrease which also 
pressures prices downward. 


Agriculture and Agri-Food Canada 
forecasts that world prices, as 
measured by the benchmark US Hard 
Winter Ordinary (HWO) price, FOB 
Gulf ports, which is determined largely 
by the KCBT futures market, will 
decrease to US$140-$150/t for 2005- 
2006 from US$154/t in 2004-2005 
(August-July). 


United States 

Average US wheat prices are expected 
to decline due to higher US carry-out 
stocks, which are negatively correlated 
with the average US farm price. 


UNITED STATES: ALL WHEAT 
Price versus Stocks 


g 
i?) 
2 
® 
2 
ao 


“+ 200 


2.00 + 


1990-1991 1993-1994 1996-1997 


1999-2000 


2002-2003 2005-2006f 


crop year (June-May) 


So : USDA-FAS, A t 2005 
urce: US S, Augus Stocks 


Farm Price 


For durum, production is forecast by 
IGC at 2.0 Mt, unchanged from 2004- 
2005. Most of it is used domestically. 


China 

Excluding the EU-25, China is the 
world's largest wheat producer, with 
production averaging 92 Mt over the 
past 5 years. Due to lower government 
Support, area seeded to wheat has 
decreased by 28% since 1997-1998. 
This has largely affected the production 
of lower quality wheat as the emphasis 
shifted to producing higher quality 
varieties. As a result, Chinese wheat 
production and supplies fell and China 
began to import wheat in 2003-2004, 
with imports reaching 7 Mt in 2004- 
2005, the highest in a decade. 


For 2005-2006, production is forecast 
to increase by 4% to 95 Mt but due to 
lower carry-in stocks, supplies are 
projected to fall marginally. However, 
Chinese wheat consumption levels 
have steadily declined since 2000- 
2001, as consumers have diversified 
their diets to include more meat, fruits 
and vegetables. For 2005-2006, 
consumption is forecast at 101 Mt, the 
lowest since 1987-88. Imports are 
forecast to decrease to 3 Mt of which 
1.5 Mt are expected to be sourced from 
Canada, versus 2.1 Mt in 2004-2005. 


Middle East 

Middle Eastern wheat production is 
forecast to decrease marginally from 
2004-2005 causing imports to increase. 
The major Canadian market in this 
region was Iran, which has imported 
large quantities of wheat in previous 


CANADA: NON-DURUM WHEAT 
SUPPLY AND DISPOSITION 
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years. However, wheat production in 
lran is forecast to increase to a record 
level leading to a decrease in wheat 
imports. Canada is not expected to 
export wheat to Iran in 2005-2006, as 
was also the case in 2004-2005. 


Syria and Turkey are the major durum 
producers in the Middle East. For 
2005-2006, Syrian durum production is 
expected to remain unchanged, at 

2.5 Mt. Exports are forecast by IGC to 
rise by 45%, to a record 0.8 Mt. 
Turkish production is also expected to 
remain unchanged, at 3.2 Mt. Exports 
are forecast to double from 2004-2005, 
to 0.2 Mt. 


North Africa 

The North African countries, 
particularly Algeria, Morocco, Tunisia 
and Libya, are important to Canada as 
they make up the largest single world 


NORTH AFRICA: 
DURUM PRODUCTION AND IMPORTS 
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market for durum wheat. North Africa 
is also a major market for non-durum 
wheat, but not for Canadian wheat, 
sourcing most of their soft wheat 
imports from the EU and US. 


For 2005-2006 North African wheat 
production is expected to decrease due 
to a drought in Morocco and Algeria. 
Total wheat production is forecast to 
fall by 25%, at 12.4 Mt. Durum 
production is expected to decrease by 
29%, to 3.8 Mt, due to reduced 
harvested area and lower yields, but 
remain above the 10-year average of 
3.5 Mt. As a result, total imports are 
forecast by the USDA to increase by 
6%, to 18.6 Mt. Durum imports by 
Algeria, Morocco, Tunisia and Libya 
are forecast by IGC to rise by 24%, to 
3.1 Mt. Durum exports from Canada to 
North Africa are projected to increase 
significantly to about 1.5 Mt from 1.0 Mt 
in 2004-2005. 


Canada 

For non-durum wheat, 2005-2006 
seeded area declined slightly, to 

7.7 million hectares (Mha). In addition 
to this decline, abandonment is 
expected to be historically high for the 
second consecutive year due to 
excessive rain in Manitoba. A 
decrease of 3% in the harvested area 
estimates by Statistics Canada (SC) 
reflect those expectations. Despite 
poor yields in much of Manitoba, good 
moisture in the remainder of the 
Prairies is expected to result in average 
yields just 4% below last year’s record, 
at 2.61 tonnes per hectare (t/ha) 

{38.8 bushels per acre (bu/ac}, about 
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EUROPEAN UNION: PULSE CROPS SITUATION AND OUTLOOK 


The European Union (EU) is an important market for Canadian dry peas, dry beans, lentils and chickpeas. 
Exports of Canadian pulse crops to the EU averaged about $250 million per year over the past five years. 
However, the EU is also a competitor with Canada in world markets for dry peas and fababeans. This issue 
of the Bi-weekly Bulletin examines the situation and outlook for the production and trade of pulse crops in 
the EU. 
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The EU is a large producer of dry peas and Austria Estonia* Hungary” Luxembourg Slovakia* 
fababeans, and a smaller producer of Belgium Finland Ireland Malta* Slovenia* 
vetches, lupins, dry beans, chickpeas and Cyprus* France Italy Netherlands Spain 

lentils. Dry peas, fababeans, vetches and Czech Republic* Germany Latvia* Poland* Sweden 

lupins are produced mainly for the livestock Denmark Greece Lithuania* Portugal United Kingdom 
feed market, especially for feeding hogs: 

whereas dry beans, lentils and chickpeas “Countries which joined the EU in 2004 


are produced for the human food market. 
During the past ten years, there was a 
slight downward trend in total pulse crops 


seeded area and production. EUROPEAN UNION: PULSE CROPS SEEDED AREA* 


Dry Peas 

Dry peas are the largest pulse crop 
produced in the EU. However, there has 
been a pronounced downward trend in 
seeded area and production during the 
past ten years because for some 
producers returns from alternative crops, 
such as cereal grains and fababeans, 
were higher. Most of the dry peas 
produced are the yellow type, but green, 
green marrowfat and other types are also 
produced. Average yields have been 
relatively stable over this period. 
Although nearly all EU countries produce 
dry peas, France is the largest producer, a ea ag ' 
followed by Germany, the United 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
Kingdom (UK), and Spain. Production 
has been trending upwards in Spain and 
the UK, trending downwards in France 
and has been relatively stable in 
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Fababeans s 
There has been an upward trend in the 3 
EU fababean seeded area, average yields |= : 
and production. Fababean production is Lentils 
mainly in the UK and France. Production 5 
has been trending upwards in the UK, = 
France and Spain, but trending 5 
downwards in Italy. Although the average Chickpeas 
yields for fababeans are still lower than for 


dry peas {in 2004, 3.24 tonnes per 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
hectare (t/ha) for fababeans versus 

3.63 t/ha for dry peas}, the difference in 
yields has been narrowing. Fababeans 


Source: Union Nationale Interprofressionnelle des plantes riches en Protéines (UNIP) and FAO, 
*Includes countries which joined the EU in 2004. 


Canada 


have a protein content of about 27%, versus 
22% for dry peas, which gives them an 
advantage in livestock rations requiring 
higher protein levels. 


Vetches 

EU production of vetches has been variable, 
due to a high variability in yields, as the 
seeded area has been relatively stable. 
Spain accounts for a large majority of vetch 
production in the EU. 


Lupins 

EU seeded area, yields and production of 
lupins has been relatively stable after a 
sharp drop in 1998. Germany, France and 
the UK are the main producing countries. 


Dry Beans 

EU seeded area for dry beans has been 
trending downwards. Production has also 
been trending downwards, but at a lower 
rate due to an upward trend in yields. 
Several classes of white and coloured 
beans are produced in the EU. The main 
producing countries are Poland, Greece, 
Italy and France. 


Lentils 

EU lentil production has been variable 
during the past ten years, due partly to a 
seeded area which trended downward until 
1999 and has been trending upwards since 
then, and partly due to highly variable 
yields. The EU produces green and brown 
lentils. Spain accounts for most of the 
production and the only other significant 
producers are France, Italy and Greece. 


Chickpeas 

EU chickpea production has been variable 
during the past ten years, due partly to a 
seeded area which trended downward until 
1999 and has been trending upwards since 
then, and partly due to highly variable 
yields. The EU produces kabuli chickpeas. 
Spain accounts for most of the production 
and the only other significant producers are 
Italy, Greece and Portugal. 


1995 1996 
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Dry Peas 

Fababeans ay ay 607 
Vetches 116 267 
Lupins 167 202 
Sub-total 1 4 968 5 241 
Dry Beans 191 178 
Chickpeas 39 99 
Lentils 19) 39 
Sub-total 2 249 316 
Total 5 217 5 557 


Source: Union nationale inte 
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TRADE 


The EU is a large importer of dry peas and 
lupins, mainly for the livestock feed market, 
and of dry beans, lentils and chickpeas for 
the human food market. The EU is a major 
exporter of dry peas and fababeans into 
food markets. This analysis deals with 
calendar years 1995 to 2003, as complete 
data for 2004 is not available. 


Dry Peas 

EU dry pea imports have been variable, 
depending on supply and prices, but 
Canada’s share of the imports has been 
increasing. Imports from Canada fell 
sharply in 2002, due to low Canadian 
supply, but rose in 2003 and rose further to 
612,500 tonnes (t) in 2004, as Canadian 
supply increased. Canada has become the 
largest supplier of dry peas to the EU. 
Other significant suppliers are Ukraine, 
Russia and United States (US). Spain 
accounts for most of the EU dry pea imports 
from outside the EU. Other significant 
importers are Belgium, Netherlands, 
Germany, Italy, Ireland and Poland. 


EU dry pea exports have been trending 
upwards, with a peak in 2002. In that year, 
there was a world shortage of dry peas and 
prices in the food markets were very high. 
Therefore, a significant portion of the dry 
peas produced in the EU were diverted to 
export food markets from domestic feed 
markets. France accounts for a large 
majority of EU dry pea exports with most of 
them going to India, Bangladesh and Cuba. 


Dry Beans 

EU dry bean imports have had a slight 
upward trend. However, imports from 
Canada have been trending upwards at a 
higher rate and Canada’s share of the 
imports has been increasing. Canada has 
become the largest supplier, with most of 
the remainder coming from the US, China 
and Argentina. The main importing 
countries are UK, Italy, France, 
Netherlands, Spain, Portugal, Belgium, 


EUROPEAN UNION: PULSE CROPS PRODUCTION* 
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5 499 4605 3 259 

642 645 690 828 
229 159 122 164 
198 151 123 131 

6 166 6 454 5 540 4 382 
185 185 168 142 
83 67 38 62 
27 27 22 37 
295 279 228 241 

6 461 6 733 5 768 4623 


Sub-total 1: pulse crops used mainly for livestock feed 
Sub-total 2: pulse crops used mainly for human food 
“Includes countries which joined the EU in 2004. 
professionnelle des plantes riches en 


protéines and FAO 
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Greece and Germany. The largest class 

of dry beans imported is white pea, but 
many other classes, white and coloured, are 
also imported. 


Lentils 

Total EU lentil imports and imports from 
Canada have been variable, but with no 
significant trend. Canada normally accounts 
for most of the imports, but imports from 
Canada dropped in 2002 and 2003 due to a 
sharp decrease in Canadian supply. The 
remainder comes mainly from the US, China 
and Turkey. The main importing countries 
are Spain, France, Italy, Belgium, 
Netherlands, UK, Germany and Greece. 
The EU generally imports green and brown 
lentils. 


Chickpeas 

EU chickpea imports have been variable, 
but with no significant trend. Imports from 
Canada peaked in 2002, but dropped 
sharply in 2003 due to reduced supply. 
Most of the EU chickpea imports come from 
Mexico, with Turkey, US and Canada the 
only other significant suppliers. Spain, 
Italy, France, Portugal and UK are the main 
importing countries. The EU generally 
imports large kabuli chickpeas. 


Fababeans 

EU fababean imports have been trending 
downwards, while exports have been 
trending upwards, reflecting the rise in EU 
production. Imports are no longer 
significant. EU fababeans are exported 
mainly to the Middle East, especially to 
Egypt. Nearly all of the exports come from 
the UK and France. 


Lupins and Vetches 

Nearly all of the EU lupin imports are from 
Australia. There is no significant trade in 
vetches. 


Prices 

EU prices for pulse crops in the food market 
generally follow world prices adjusted for 
exchange rates. However, there are some 


2001 2002 2003 2004 


3315 3 104 2 992 3173 


1 040 1207 1 181 1 306 
Ahi 163 180 172 
154 159 152 151 

4626 4 683 4 505 4802 
140 141 126 126 

67 82 tgs 67 

28 35 34 32 
235 258 235 225 

4 861 4941 4740 5 027 


local preferences where people are willing 
to pay a premium for pulses which meet 
certain quality standards or which are 
produced locally. In the feed market, there 
is a preference with using dry peas, 
fababeans and lupins for feeding hogs and 
the feed industry is generally willing to pay 
some price premium over alternative feed 
ingredients, such as cereal grains, corn and 
protein meal. However, if the premium for 
dry peas, fababeans and lupins becomes 
too high, the feed users will partly shift to 
alternative ingredients. 


OUTLOOK 


EU 2003 Common Agricultural Policy 
(CAP) Reform 

The 2003 CAP reform requires the 
decoupling of support payments from 
production. Decoupling officially begins in 
2005, but individual countries may delay 
implementation until 2007. Regarding 
crops, nearly all EU countries plan to have 
full decoupling by 2006. The system of 
support in the ten countries which joined the 
EU in 2004 is somewhat more complex, but 
generally pulse crops in these countries will 
receive lower levels of support for a number 
of years. 


calendar year 1995 
Dry Peas 


Total Imports (kt) 1 549 
Imports from Canada (kt) 677 
Canada's share (%) 44 
Total Exports (kt) 130 


Dry Beans 


Total Imports (kt) 456 
Imports from Canada (kt) 75 
Canada's share (%) 16 


Total Exports (kt) 


Lentils 


Total Imports (kt) 194 
Imports from Canada (kt) 128 
Canada's share (%) 66 


Total Exports (kt) 


Chickpeas 


Total Imports (kt) 105 
Imports from Canada (kt) 0 
Canada's share (%) 0 


Total Exports (kt) 


Fababeans 


Total Imports (kt) 129 
Total Exports (kt) 


crop year (July-June) 
Lupins 
Total Imports (kt) 295 


kt : thousand tonnes 


Source: FAO, UNIP and Statistics Canada 


Dry peas, fababeans and lupins are 
Classified as protein crops. They are eligible 
for the same Single Farm Payment (SFP) as 
other types of production, plus a 
supplemental payment for protein crops of 
€55.57/ha (CAN$83.35/ha at €1 = 
CAN$1.50) on a maximum seeded area of 
1.6 million hectares (Mha). 


Chickpeas, lentils and vetches will have the 
same SFP as other types of production 
starting in 2006. 


Dry beans are not eligible for support 
payments. 


Production and Trade 2005 

Production of dry peas is expected to 
decrease from 2004 due to a lower seeded 
area and drought in Spain, while production 
of fababeans increases in line with a higher 
seeded area. Production of vetches, 
chickpeas and lentils is expected to 
decrease because of the drought in Spain. 
Production of lupins and dry beans is 
expected to be similar to 2004. 


The production changes in 2005 are 
forecast to increase demand for imported 
dry peas, lupins, lentils and chickpeas, and 


EUROPEAN UNION: PULSE CROPS IMPORTS AND EXPORTS* 


1996 1997 1998 1999 
942 754 813 781 
458 481 524 554 

49 64 64 71 
123 160 136 207, 


433 450 450 435 
65 61 69 88 
15 14 15 20 


184 164 171 176 
119 104 107 Ua 
65 63 63 64 


153 114 102 110 
0 0 2 5 
0 0 2 5 


298 309 ea f 377 


Includes countries which joined the EU in 2004. Excludes trade between EU countries. 


decrease EU exports of dry peas. 


Production Trends in the Longer Term 
The maximum seeded area of 1.6 Mha 
eligible for the protein crops supplemental 
payment is higher than the total seeded 
area for these crops since 1998. The 
average seeded area for the 1999-2004 
period was about 1.35 Mha. There was also 
a supplemental payment for protein crops 
under the previous support program. 
According to the report Prospects for 
agricultural markets in the EU prepared for 
the European Commission, the seeded area 
for protein crops is expected to stabilize at 
about 1.4 Mha for the 2005 to 2011 period, 
which is only slightly higher than the 
average for the previous six years. Of 
course, the mix within the protein crops 
group could change, with continued growth 
for fababeans and a decline for dry peas. 


For the other pulse crops, the most likely 
increase in seeded area would be for 
vetches, which were limited in the area 
eligible for support payments and usually 
exceeded it, which reduced the support 
payments proportionally. For chickpeas and 
lentils, the area seeded was well under the 
previous area limit for support payments. 


2000 2001 2002 2003 


1018 869 380 319 
793 658 30 306 
78 76 8 96 


119 310 675 303 


70 A 143 317 


268 138 47 219 


Therefore, the 2003 reforms will not likely 
have a significant impact on the area 
seeded. However, there has been an 
upward trend in the seeded area for both 
crops since 2002. Part of that was due to 
support payment reforms which established 
a separate area limit for chickpeas and 
lentils in 2000 and partly due to attractive 
prices. When the area limit had been 
combined for vetches, lentils and chickpeas, 
the limit would often be exceeded and 
support payments lowered proportionally for 
these crops. With the SFP, producers are 
expected to respond more to price 
indications in making their seeding 
decisions. Therefore, the seeded area and 
production of lentils and chickpeas will 
probably become even more variable from 
year to year, but relatively stable over the 
longer term. 


For dry beans, there had been a downward 
trend in seeded area until 2003, when the 
area stabilized. Since dry beans are not 
eligible for support payments, the area 
seeded will depend on prices. The seeded 
area is probably not going to decrease 
further, but there could be a shift to 
countries with lower production costs, such 
as Poland and Hungary. If the returns from 
producing dry beans are sufficiently 
attractive, the seeded area could increase. 


Growth in Demand 

The population growth for the EU until the 
year 2011 is forecast by the European 
Commission to be only 0.2% per year. 
Therefore, any significant increase in 
domestic demand would have to come from 
increased consumption. 


One area of increased demand is expected 
to be from the livestock feed sector, 
especially for feeding hogs, where dry peas 
and fababeans are used extensively. The 
poultry industry is also an important user of 
dry peas and fababeans. In the EU, pork 
and poultry production are forecast to 
increase by 6% from 2004 to 2011. 


In the human food market, demand is 
expected to rise modestly due to the 
increased acceptance of pulses as a healthy 
food and changing eating trends. Pulses 
are increasingly being used in local cuisine 
or in cuisine adopted from other parts of the 
EU. Flour from pulses is increasingly being 
used in baking to increase the protein, fibre, 
mineral and vitamin content. The EU has a 
growing population of people who came 
from, or whose ancestors came from, the 
Middle East, northern Africa and the Indian 
sub-continent, where pulses are a staple. In 
addition, middle-eastern, North African and 
Indian sub-continent cuisine is being 
adopted by the general population. 


Trends in Trade over the Longer Term 
Imports of pulse crops for livestock feed, dry 
peas and lupins is expected to continue, but 
import volumes will depend, as in the past, 
on supply and price competitiveness with 
alternative feed ingredients. Imports of dry 
beans, chickpeas and lentils for human food 
are expected to trend upwards slightly due 
to increased demand. 


When the ten new countries joined the EU 
in 2004, they adopted the tariff schedule of 
the EU, which for most pulse crops is zero. 
Prior to joining the EU, most of the new 
members had significant tariffs, in some 
cases as high as 73%. Therefore, the ten 
new EU member markets are now more 
accessible to Canadian pulse crops exports. 
However, this is a relatively modest 
improvement as these countries are not 
large importers of pulse crops. 


Canada has established itself as the main 
exporter of dry peas, lentils and dry beans 
to the EU. For dry peas, the most probable 
competition will be from the US and 
Ukraine, as well as lupins from Australia. 
The US is increasing its production of dry 
peas, due to their inclusion under the loan 
program, but most of these are going to 
food markets. How much the US will have 
available for export to the EU will depend on 
food market demand, growth in domestic 
consumption for livestock feed and the 
development of a feed market for dry peas 
in eastern Asia. Imports from Ukraine will 
depend on production and domestic 
consumption for livestock feed. Ukraine 
used to be a much larger producer of dry 
peas, but they were used domestically for 
livestock feed. When Ukrainian livestock 
production dropped, Ukraine was able to 
export the surplus, with the exports going 
mainly to the EU. Imports of lupins from 
Australia will depend on Australian 
production and the growth of feed markets 
in eastern Asia, where lupins are also 
exported for livestock feed. 


For lentils, imports from Canada are 
expected to recover with the higher 
Canadian supply. However, increased 
competition for Canada in EU markets is 
expected from the US, where production 
has been increasing since lentils were 
included under the loan program. 
Canadian dry bean exports are expected 
to continue their slight upward trend, but 
any growth in exports of chickpeas will 
depend on increased Canadian 
production. 
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EU pulse crops exports are expected to 
continue being mainly dry peas and 
fababeans. The volume of exports will 
depend on EU production and the level of 
price premiums available in export food 
markets over domestic feed markets. The 
most likely scenario is a slight downward 
trend for exports due to growing domestic 
demand and a stable supply. 


Romania and Bulgaria 

These countries are scheduled to join the 
EU in 2007. They are small producers of 
dry peas and dry beans, but the production 
is generally used domestically. Bulgaria 
also produces and exports small quantities 
of chickpeas and lentils. It is possible that 
Bulgarian production and exports might 
increase when it becomes a member of the 
EU and its producers start receiving support 
payments. However, membership of 
Romania and Bulgaria in the EU is not 
expected to have significant impact on the 
EU supply and demand of pulse crops. 


For more information please contact: 
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Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
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COMPARING THE YIELDS OF HARD RED SPRING WHEAT 
LINES FROM CANADA AND UNITED STATES 


Canada is recognized in the international marketplace as a reliable supplier of consistent, high-quality wheat, a brand 
image that has been successfully developed since the early 1900s. Canada’s success at wheat quality assurance is related 
to a complex set of institutional arrangements which have constrained the adoption of certain higher-yielding varieties. 
Some stakeholders in the grain industry are concerned that Canada’s approach sacrifices too much yield to maintain 
this level of branding. This issue of the Bi-weekly Bulletin reports on the results of a statistical analysis that compared 
the yield and protein level of Canadian and United States (US) hard red spring (HRS) wheat lines grown side-by side in 
the Hard Red Spring Wheat Uniform Regional Nursery (HRSWURN) cooperative nursery program administered by 
the US Department of Agriculture (USDA). Data from 1995 to 2004 point to a yield advantage of 1.83 bushels per acre 
(bu/ac) or 3.68% for US HRS wheat lines but a protein advantage of 0.417% for Canadian HRS wheat lines. Given the 
well-known inverse relationship between protein content and yield, the results suggest that the US yield advantage is 
offset by the Canadian protein advantage. 
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INTRODUCTION 


Some stakeholders in the Canadian grain 
industry believe that Canadian HRS wheat 
yields are significantly lower than those in 
the US. This difference is generally 
attributed to the commercialization of 
higher-yielding varieties in the US. 
Canada’s strict variety registration system is 
often cited as a barrier to achieving higher 
yields; in particular, some believe that the 
quality and kernel visual distinguishability 
(KVD) requirements for the Canada 
Western Red Spring (CWRS) wheat class 
come at the significant expense of yield. 
However, a yield difference between 
Canadian and US HRS lines has not been 
conclusively documented in the literature. 


Measuring and Explaining 

Yield Differences 

Limited research in this area is related to the 
lack of adequate data. The wheat yield data 
that are released to the public through 
various established channels — including the 
USDA National Agricultural Statistics 
Service, the Statistics Canada Field Crop 
Reporting Series, and provincial crop- 
insurance authorities — can be used to 
measure yield differences at the aggregate 
level between locations with similar soil 
conditions and farming practices. However, 
such aggregated data sources are of limited 
use in establishing an unbiased measure of 
yield difference, since these data are not 
accompanied by quality parameters such as 


protein content that are known to affect 
yield. Protein content is an internationally 
accepted indicator of the end-use 
performance of the wheat in producing flour 
for bread dough, and is an important quality 
factor for HRS wheat since most of the 
varieties within this class are grown for 
bread production. Without protein 
information, the farm-gate difference in 
revenue between two varieties with different 
quality parameters cannot be accurately 
estimated. As a result, the value of cross- 
border yield comparisons at the aggregate 
level is limited. 


In a study recently commissioned by the 
Canadian Grain Commission (CGC) entitled 
Identifying the Benefits of Moving Away 
from KVD, Dr. Brian Oleson identifies an 
alternative data source which appears to 
provide some basis for comparing the yield 
and protein level of Canadian and US wheat 
lines.’ This data source is generated by the 
USDA-administered Hard Red Spring 
Wheat Uniform Regional Nursery 
(HRSWURN) cooperative nursery program, 


' Brian T. Oleson, “Identifying the Benefits of 
Moving Away from K VD, Section 2: Impact 
Analysis of Key Value Chain Segments, The Wheat 
Breeding Segment of the Value Chain, 
Quantification of KVD-drag: Supporting Analysis,” 
19 December 2003, 
<http://www.grainscanada.gc.ca/Pubs/committee_r 
eports/ved/oleson_sec2_a_03-e.htm> (2 July 2005), 
Supporting Analysis: HRSWURN Data and 
Aggregate Yield Data. 


through which public and private sector 
wheat breeders freely submit promising 
lines for evaluation at several research 
farms in Canada and the US. Each year 
Agriculture and Agri-Food Canada’s (AAFC) 
Cereal Research Centre (CRC) enters a 
small number of advanced breeding lines 
into the program, which are then randomly 
assigned to test plots and grown alongside 
American lines at several research farms 
throughout Canada and the US. 


A broad sample of HRSWURN data from 
the northern plains region was used to 
estimate (a) whether Canadian and 
American HRS wheat lines differ in both 
yield and protein content, and (b) the 
magnitude of the difference. Summary 
statistics were calculated for the yield and 
protein content of Canadian and American 
samples spanning several years at five 
research farms — St. Paul, Minnesota (MN): 
Crookston, MN; Morris, MN; Williston, North 
Dakota; and Swift Current, Saskatchewan. 
In addition, two statistical procedures were 
employed to test the equality of mean, and 
median, yield and protein content of 
Canadian and American HRS wheat lines at 
each research location. 


ad 


Canada 


WHEAT QUALITY 
ASSURANCE 
IN CANADA AND THE U.S. 


This analysis did not undertake 
an assessment of the system of 
quality evaluation that is in 
place for spring wheat in either 
country. It is recognized that 
each country has different 
quality evaluation mechanisms 
in place and that new wheat 
varieties are subject to rigorous 
evaluations in both countries. 


The Canadian System 

In Canada, the federal 
government regulates grain 
classification and grading 
through the Canada Grain Act and the 
Seeds Act. The Canada Grain Act provides 
the CGC with the power to “establish and 
maintain standards of quality for Canadian 
grain and regulate grain handling in 
Canada, to ensure a dependable commodity 
for domestic and export markets.”? The 
CGC maintains a broad set of quality 
standards for each class of wheat in its 
annual Grain Grading Guide, including 
minimum protein requirements for premium 
grades of wheat. The Seeds Act helps the 
CGC maintain these standards by regulating 
the import, export and sale of seed of non- 
registered varieties in Canada. 


The Canadian Food Inspection 

Agency (CFIA) is responsible for the 
registration of wheat varieties for production. 
It takes roughly ten years to develop a new 
wheat variety for production in Western 
Canada, where 95% of Canadian wheat is 
grown.° The final stage of the registration 
process involves at least three years of 
nursery trials at various breeding centres 
across Canada, the recommendation of a 
CFIA approved recommending committee, 
and the final approval of the CFIA.* In order 
to be considered for final approval, new 
varieties must be “equal to or better than” a 
benchmark set by a group of three to five 
varieties for “agronomic performance, end- 
use suitability, and response to diseases.”° 


In Western Canada, wheat is classified 
according to visual characteristics (size, 
shape, and colour), with each class of wheat 
having its own unique visual profile. 

Known as KVD, this requirement provides a 
low-cost, efficient basis for segregating 


? Government of Canada, Canada Grain 
Act (Ottawa: 2002), Article 11. 


Meristem Land & Science, Canada in the Big 
Picture: Wheat Breeding Report (2004), 22. 

“ Thid, 23. 

> Ibid, 22. 
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wheat classes in the bulk handling system. 
To prevent non-registered varieties with the 
CWRS kernel type but different quality 
parameters from compromising the integrity 
of the CWRS class as it moves through the 
bulk handling system, non-registered 
varieties are only eligible for the lowest 
possible grade for wheat, CW Feed, 
regardless of their quality profile. The 
presence of non-registered varieties beyond 
defined grade tolerances in a CWRS 
shipment will cause that shipment to be 
downgraded to the CW Feed grade. 


The American System 

In the US, on the other hand, the federal 
government does not maintain a compulsory 
wheat classification system based on 
specific end uses. However, minimum 
standards for wheat are defined in the US 
Grain Standards Act. This legislation is 
largely concerned with defining minimum 
thresholds for damaged kernels and foreign 
materials for a number of grade increments, 
leaving other quality and agronomic 
considerations to the discretion of the 
market and state regulatory authorities. 


The US federal government also plays an 
important role in quality assurance. Four 
federal USDA-ARS (Agricultural Research 
Service) Wheat Quality Laboratories 
evaluate breeding lines for the respective 
market classes in which they specialize to 
ensure agronomic and end-product quality 
characteristics are maintained or improved. 
Both public and private breeding programs 
may freely submit samples to these labs for 
quality evaluation. Despite the voluntary 
nature of this program, over 95% of all HRS 
varieties in production in the US have been 
rigorously evaluated for quality at one of 
these Laboratories. At the state level, 
agricultural experimental stations and 
various state authorities play a role in 
approving the release of new varieties, and 


Minnesota 


St.Paul « | 


quality data from various 
sources are very important to 
local approval processes.° It is 
important to note, however, 
that variety approval processes 
in the US are not government 
mandated—a breeder may, if 
he wishes, release a variety 
without government consent. 


Uncertainty Over Impact 

of KVD Requirements 
Canadian wheat breeders face 
several requirements that can 
each have an impact on the 
yield potential of their lines. 
Each Western Canadian wheat 
class has a unique set of 
agronomic, disease-resistance, 
and end-use quality standards that must be 
met or surpassed in monitored breeding 
trials before a new line will be considered for 
registration by the CFIA. 


Historically, Canada’s reputation for high 
quality wheat has been sustained by 
legislative initiatives aimed at guaranteeing 
the excellent milling quality of Canadian 
HRS wheat. However, there exists a trade- 
off between quality and quantity in wheat 
production, as certain quality parameters, 
such as protein content, are inversely 
related to yield. Recent improvements in 
baking technology have lowered the wheat 
quality standards required for bread 
production, which has led some to charge 
that Canada’s quality standards are 
sacrificing too much yield potential. 


Further complicating this matter is the 
potential yield cost of KVD. This ‘visual 
distinguishability’ requirement does not exist 
in the US, Canada’s biggest competitor in 
wheat markets, putting Canadian wheat 
breeders at a competitive disadvantage (all 
other factors remaining the same) relative to 
their American counterparts. The potential 
cost of KVD is largely one of opportunity. 
Firstly, Canadian breeders must expend a 
significant amount of time incorporating this 
requirement into their lines—time which 
could otherwise be devoted to improving 
yield or other performance measures. 
Secondly, promising lines are occasionally 
discarded on the basis of their appearance 
alone. And thirdly, KVD inhibits the 
adoption of improved lines from the US, 
since they are not bred for KVD and are 
therefore typically ineligible for registration 
in the milling classes of Western Canadian 
wheat. 


° Much of this brief overview of the US quality 
assurance system was provided by Dr. David 
Garvin, Research Geneticist, USDA-ARS and 
Coordinator of the HRSWURN nursery program. 


The complex relationship between yield, 
quality, and the environment makes it 
difficult to isolate the specific yield cost of 
KVD. According to Dr. Oleson, the lost yield 
potential in the CWRS class that is 
attributable to KVD appears to be less than 
5%. For other classes of Canadian wheat, 
however, the cost may be higher. He also 
notes, “As a rule of thumb, for current 
CWRS wheat varieties, it is generally 
accepted that, given time, if the protein were 
lowered by 1%, all else staying the same, 
yield could be increased by 10%.”’ 


THE HRSWURN PROGRAM 
AND DATASET 


HRSWURN, administered by the USDA, is a 
cooperative nursery program among public 
and private sector wheat breeders (including 
AAFC) that evaluates advanced breeding 
lines at multiple locations in Canada and the 
US as illustrated in the attached map. Itis a 
voluntary program that can also be used as 
a vehicle for germplasm sharing among 
breeders. The program is coordinated by a 
research geneticist who is an employee of 
the USDA-ARS. Advanced lines for testing 
are chosen by the participating scientists, 
not the USDA-ARS. It should be noted that 
there is no intent to compare Canadian and 
US varieties per se under this nursery 
program as would be the case under a 
variety testing program. However, individual 
breeders may use the data on their 
promising lines in support of a potential 
variety release. 


Limitations of the Data 

The HRSWURN dataset provides a basis 
for comparing the yields of Canadian and 
American wheat lines. While it represents 
an improvement over other more aggregate 
datasets, some limitations still remain. The 
current analysis was undertaken to compare 
promising Canadian and American HRS 
wheat lines — the ones that are relatively 
well-tested and are either currently 
registered or are likely to be approved for 
production. In such an analysis, the 
preference is to base statistical tests on a 
representative sample of the entire 
population of such lines in Canada and the 
US, accounting for the full range of diversity 
within the class of HRS wheats itself, as well 
as the multitude of efforts from a large 
cross-section of breeding programs in each 
country. 


Limitation 1: End-Use Class 

Information Not Available 

Unfortunately, the HRSWURN sample does 
not meet this idealized standard. Most of 
the wheat lines entered in the HRSWURN 


Oleson, Supporting Analysis: Expert opinion. 


program are in the late stages of the 
breeding process, and have thus not yet 
entered the production chain in either 
country. This fact severely limits the 
amount of information that can be inferred 
about each particular entry in the 
HRSWURN program. In most cases, there 
is only enough information to determine the 
wheat line’s breeding program, from which 
its country of origin can be determined. 
While each HRSWURN entry falls under the 
broad HRS type, in most cases it is difficult 
to determine which particular class it would 
be registered into. In Canada, HRS 
varieties are sub-divided into three classes: 
CWRS, Canada Prairie Spring, and Canada 
Western Extra Strong; while in the US, HRS 
varieties are sub-divided into three classes 
as well: Dark Northern Spring, Northern 
Spring, and Red Spring. While it is 
reasonable to assume that entries in the 
HRSWURN program reflect the relative 
importance of each HRS class to each 
country, the assumption that the samples 
from Canada and the US contain a similar 
composition of higher quality and lower 
quality HRS lines may not hold. As a result, 
the statistical analysis cannot rule out the 
possibility that an observed yield or protein 
difference between the two countries may 
simply reflect different marketing 
considerations. For example, a sample 
from one country might have lower average 
yields simply because it contains a higher 
percentage of high-quality bread wheat, a 
fact that should be reflected in higher 
protein levels for that country as well. 
Consequently, it is difficult to isolate the 
potential yield cost of KVD with this data. 
However, given prior research results on the 
nature of the protein-yield tradeoff, it is 
plausible to use observed yield and protein 
differences to infer what part of a yield 
difference (if any) might be attributable to 
factors other than protein. 


Limitation 2: Limited 

Canadian Participation 

Another limitation of the HRSWURN dataset 
is that the Canadian sample is not 
representative of all breeding programs in 
the country, since AAFC is the only 
Canadian participant in the program. While 
in recent years private breeding programs 
have become more important to the 
Canadian wheat economy, AAFC varieties 
still account for roughly 82.5% of all seeded 
acreage of CWRS (Canada’s dominant HRS 
class) on the prairies.® Therefore, it is 
important to note that the statistical 
inferences drawn by this study are based 
solely on the efforts of AAFC breeding 


® Canadian Wheat Board, 2004 Canadian Wheat 
Board Variety Survey, 2004, 
<http://www.cwb.ca/en/growing/variety_survey/pdf 
/2004_variety_survey.pdf> (2 July 2005). 


programs. However, AAFC is still the 
dominant player in the Canadian HRS 
market, and thus for practical purposes this 
sample will continue to be simply referred to 
as Canadian. 


The US sample, on the other hand, contains 
a diverse mix of public- and private-sector 
submissions. Publicly-funded US 
contributors include the University of 
Minnesota, North Dakota State University, 
Washington State University, South Dakota 
State University, Montana State University, 
and Idaho State University. Among the 
largest US private-sector HRSWURN 
participants are Western Plant Breeders, 
Agripro Wheat, and Trigen Seed. The US 
sample therefore appears to contain entries 
from a sufficient cross-section of US 
breeding programs to constitute a fairly 
representative sample of all US HRS wheat 
lines. 


DATA ANALYSIS 


The entire HRSWURN sample contains a 
total of 1275 yield and protein observations, 
109 of which are from Canadian-made HRS 
wheat lines, spanning the period from 1995 
to 2004 inclusive.’ This sample was divided 
into five sub-samples by research farm, and 
then further subdivided by country of origin 
(Canada or US). The summary statistics for 
the yield and protein content of Canadian 
and US entries at each location are 
presented in Tables 1 and 2, respectively. 


The summary statistics seem to confirm the 
conventional wisdom that HRS yields are 
higher in the US, but that protein content is 
higher in Canada. The mean yield of US 
lines is higher at four out of five research 
farms, while the mean protein content of 
Canadian lines is higher at four out of five 
locations. Median yield and protein content 
show similar patterns. The weighted 
average yield of Canadian and American 
lines is 49.73 bu/ac and 51.56 bu/ac, 
respectively — a difference of 1.83 bu/ac. 
The weighted average protein content of 
Canadian and American lines is 15.10% and 
14.68%, respectively — a difference of 0.417 
percentage points. 


In addition, two statistical procedures (the 
Wilcoxon rank sum and two-sample t-test) 
were employed to formally test the observed 
differences at each location for statistical 
significance. At the 90% confidence level, 
both of these tests revealed a statistically 
significant Canadian protein advantage at 
three out of five locations. However, the 
Wilcoxon test found a statistically significant 
US yield advantage at only one location 


” The Williston and Swift Current locations did not 
report results in some years during this period. 


TABLE 1: SUMMARY STATISTICS FOR YIELD OF SELECTED HRSWURN ENTRIES, 
BY RESEARCH FARM AND WHEAT LINE’S COUNTRY OF ORIGIN 
PT SCSC™~™~™CCSSSCS Pal, MN | __ Crookston, MN | _—Morris, MN__—|_—__—Wiilliston, ND__|__ Swift Current, SK___| 
Canada US Canada US Canada US 


SRE ARS RUIN T e e eeeane tee ae men es eres yield (bushels peracte) aces etcscesre ere oe oe rete aean eat ee 


Mean | 48.65| 51.06 | 54.77 


(Median | 44.90 48.70 | _§2.15| 53.45 | 61.50| 51.00 | 48.40| 5140 | 41.60[ 44.50_ 
[Standard Deviation | 20.08| 15.63 | 19.65| 1865 | 16.89| 1681 | 10.30 1232 | —14.23| 16.76 __ 


[Minimum | 25.80] 17.00 | 17.201 21.00 | _—18.40| 19.90 | | 29.70 | 26.90 24.90 | 
[Maximum | 9.60| 91.70 | 88.10| 97.70 | 81.20] 9260 | _—67.30| 83.60 | _—76.80| 94.80 _ 


26 285 26 286 23 257 19 183 15 155 


TABLE 2: SUMMARY STATISTICS FOR PROTEIN CONTENT OF SELECTED HRSWURN ENTRIES, 
BY RESEARCH FARM AND WHEAT LINE’S COUNTRY OF ORIGIN 
Pp st Paw, mv | Crookston, mn | Morris, MN__|__ Williston, ND__| Swift Current, SK_ 


Canada US Canada US Canada US Canada US Canada US 


[Mean | 185.47] 14.01 [15.21] 14.79 | 14.48] 1455 | 16.55] 15.78 | 13.35] 12.98 | 
[Median | 18.95] 15.30 | 15.40] 1480 | 14.70] 1450 | —16.20| 15.70 | 13.30] 12.50 | 
[Standard Deviation | 1.58] 1.34 | 4.00 0.85 | 4.62] 1.04 | 4.37] 1.20 | 2.38] 2.12 | 
[Minimum | 44.60] 10.10 | 13.30] 1250 | 10.80 1180 |  —14.90| 13.10 | 8.70] 8.60 | 
[Maximum | 47.40] 17.40 | 16.90/ 1780 |  17.40| 17.20 | 19.40] 1860 | —16.40| 16.60 | 


26 285 26 286 23 257 19 183 15 155 


Source: USDA HRSWURN Program, 1995-2004 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK June 28, 2005 


For 2005-06, total area seeded to pulse and special crops in Canada decreased by 2%, from 2004-05, as increases for dry peas, 
lentils, dry beans, sunflower seed and chickpeas were more than offset by decreases for mustard seed, canary seed and buckwheat. 
Statistics Canada’s (STC) seeded area survey, conducted during May 16 - June 3 and released on June 23, provided seeded area 
estimates for most pulse and special crops by province, but for some of the smaller producing provinces the area seeded has been 
estimated by AAFC. However, in eastern Manitoba seeding was delayed by wet weather and, therefore, the seeded area might be 
lower than estimated during the survey. In general, crop development is slightly behind normal due to seeding delays and lower 
than normal temperatures. Crop abandonment is expected to be higher than normal due to excessive moisture in parts of western 
Canada. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are generally good. It is 
assumed that precipitation will be normal for the growing and harvest periods and that average quality will be normal. 


Total production in Canada is forecast to decrease by 9%, from 2004-05, to 4.75 million tonnes (Mt). Total supply is expected to 
increase by 2% to 5.94 Mt, as higher carry-in stocks more than offset the decrease in production. Exports and domestic use are 
forecast to increase moderately due to stronger demand. Carry-out stocks are expected to decrease. Average prices, over all 
types, grades and markets, are forecast to increase for chickpeas, mustard seed and canary seed, decrease for lentils, dry beans 
and sunflower seed, and be the same for dry peas and buckwheat. However, prices are expected to be sensitive to any production 
problems. The main factor to watch is precipitation and temperatures during the summer and fall in Canada. Other factors to 
watch are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and 
growing and harvest conditions in major producing regions, especially United States, European Union, Turkey, India and 
Australia. 


DRY PEAS expected to increase for all classes, including 90% of which is in Canada, is forecast to 

For 2005-06, production and supply are white pea, pinto, black, dark and light red decrease by 6% to 380,000 t. Canadian 

forecast to decrease asa 2% rise inseeded kidney, cranberry, Great Northern, small red exports are expected to increase due to 

area is more than offset by lower trend and pink. US production is forecast to higher demand and carry-out stocks are 

yields. Production is expected to decrease increase by 37% to 1.07 Mt, while supply forecast to decrease, with a s/u ratio of 55%. 

for yellow, green and other types. World increases by only 10% to 1.15 Mt due to low The average price is forecast to increase 

supply is expected to be relatively stable at carry-in stocks. Canadian exports are slightly because of the lower supply. 

12.7 Mt, but use is forecast to increase forecast to increase due to higher supply. 

slightly, resulting in lower carry-out stocks. | Carry-out stocks are expected to increase, SUNFLOWER SEED 

Canadian exports and domestic use are with a s/u of 6%. The average price, over all For 2005-06, production and supply are 

expected to increase slightly due to stronger _classes and grades, is forecast to decrease forecast to increase due to a 26% rise in 

demand in both food and feed sectors. due to the higher supply. seeded area, lower abandonment and higher 

Carry-out stocks are forecast to decrease, trend yields. Production is expected to 

with a s/u of 13%. The average price, over CHICKPEAS increase for both types, confectionery and 

all types, grades and markets, is forecast to For 2005-06, production and supply are oilseed. US supply is forecast to increase by 

be the same as in 2004-05, in line with the forecast to increase, as a 65% higher seeded 49% to 1.63 Mt. World supply is expected 

relatively stable world supply. area and lower abandonment more than to increase by 5% to 28.6 Mt. Canadian 
offset lower trend yields. Production is exports and domestic use are forecast to 

LENTILS expected to increase mainly for the large increase because of the higher supply. 

For 2005-06, production is forecast to kabuli type, with smaller increases for the Carry-out stocks are expected to increase, 

decrease slightly, as a 10% rise in seeded small kabuli and desi types. World supply is with a s/u of 6%. The average price, over 

area is more than offset by lower trend expected to increase marginally to 8.9 Mt. both types and all grades, is forecast to 

yields. Production is forecast to decrease for Canadian exports are forecast to increase decrease because of the higher supply in US 


large, medium and small green types, but due to the higher supply. Carry-out stocks and Canada. 
increase for the red type. Supply is expected are expected to increase, with a s/u ratio of 


to increase as higher carry-in stocks more 12%. The average price, over all types, BUCKWHEAT 

than offset lower production. World supply _ grades and sizes, is forecast to increase due —_ For 2005-06, Canadian production and 

is forecast to increase by 6% to to higher average quality. supply are forecast to increase, as a lower 
4.1 Mt due to higher carry-in stocks. seeded area is more than offset by lower 
Although world use is expected to increase, MUSTARD SEED abandonment and higher trend yields. 
carry-out stocks are forecast to rise. For 2005-06, production and supply are Exports are forecast to increase and carry- 
Canadian exports are expected to increase forecast to decrease because of a 31% fallin out stocks are expected to be negligible. The 
due to higher demand. Carry-out stocks are _ seeded area and lower trend yields. average price is forecast to be the same as in 
forecast to rise, with a s/u of 33%. The Production is expected to decrease for all 2004-05, in line with a relatively stable 


average price, over all types and grades, is types, yellow, brown and oriental. Exports — world supply. 
forecast to only decrease slightly from 2004- are forecast to rise due to higher demand and 


05, as pressure from higher world supply is _carry-out stocks are forecast to decrease, FURTHER INFORMATION: 

mostly offset by support from higher average with a s/u ratio of 63%. The average price, Stan SKE V INGLE csaricecsncarsscet¥s (204) 983-8972 

quality. over all types and grades, is expected to METAL et ccsccsvccsnseenss skrypetzs@agr.ge.ca 
increase due to the lower supply. Fred Oleson, Chief ............ (204) 983-0807 

DRY BEANS SON BUN cecescsccescsnrecererssse olesonf@agr.ge.ca 

For 2005-06, production and supply are CANARY SEED 

forecast to increase significantly, due to a For 2005-06, production and supply are www.agr.gc.ca/mad-dam/ 


20% rise in seeded area, lower abandonment forecast to decrease significantly due to a 
and higher trend yields. Production is 43% fall in seeded area. World supply, L:\MAD\OUTLOOK\S&D\SpCrops\2005\jun2005\june28_0Ssce.wpd 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION June 28, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha ULB on Cee tee er emer ee thousand metric tonnes - - - - --------------- Sit 

Dry Peas 
2001-2002 1,344 1,285 i SY? 2,023 20 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 1271 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005f 1,388 1,345 2.48 3,338 25 3,568 1,900 1,068 600 125-135 
2005-2006f 1,410 1,365 2.10 2,870 Phe: 3,495 1,950 1,145 400 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 ri 1,006 530 326 150 305-315 
2005-2006f 860 810 1.16 940 5 1,095 570 255 270 290-320 
Dry Beans 
2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 107 80 445 
2003-2004 167 167 2:13 356 31 467 344 83 40 495 
2004-2005f 163 126 erga 220 30 290 223 62 fs) 650-660 
2005-2006f 196 188 1.84 345 30 380 290 70 20 510-540 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 Pe 130 74 36 20 330 
2004-2005f 47 39 13 51 5 76 35 36 5 375-385 
2005-2006f reg 70 1.14 80 > 90 45 35 10 400-430 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 171 n/a 3S 685 
2002-2003 289 205 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 | 75 92 390 
2004-2005f 317 304 1.00 305 Z 399 130 79 190 290-300 
2005-2006f 218 209 0.81 170 2 362 145 77 140 310-340 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 SV Aa) 
2003-2004 251 243 0.93 226 0 246 168 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 175 oh 155 225-235 
2005-2006f 204 194 0.95 185 0 340 180 40 120 225-255 
Sunflower Seed 
2001-2002 73 67 tio 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 157 21 200 105 60 55 440 
2003-2004 119 AS 1:80 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 485-495 
2005-2006f 110 102 1.47 150 15 170 85 f5 10 370-400 
Buckwheat 
2001-2002 16 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 ep 3 340 
2003-2004 9 9 ‘ea 10 1 14 5 7 2 355 
2004-2005f 9 7 0.71 > 1 8 3 5 0 350-360 
2005-2006f 7 if 1.14 8 1 9 4 5 0 340-370 
Total Pulse And Special Crops (‘c) 
2001-2002 ato) 2,993 1.23 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 1,220 623 
2003-2004 2,797 2,732 735 3,680 81 4,384 2,492 1,403 489 
2004-2005f 3,136 2,948 1.78 5,234 95 5,818 3,036 1,672 1,110 
2005-2006f 3,082 2,945 1.61 4,748 83 5,941 3,269 1,702 970 


(a) August-July crop year. 

(b) Excludes products. 

(‘c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, June 28, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada (STC) estimates that Canadian farmers seeded about 26 million hectares (min ha) of grains and oilseeds in 


the spring of 2005, unchanged from the previous year. Area has shifted from n 
summerfallow into durum, oats, flaxseed and canola. Based on these STC esti 


(AAFC) forecasts that total production of grains and oilseeds in Canada in 2005 will 


tonnes (Mt). Western Canadian production is forecast at 45.7 M 


mates, 


June 28, 2005 


on-durum wheat, barley, corn, soybeans and 
Agriculture and Agri-Food Canada 
decline by 5% from 2004, to 60 million 

t, down 5%. The decline is due to expectations of lower yields 


compared to the above-normal levels achieved for most crops in 2004, as well as increased levels of abandonment in parts of 
western Canada due to excess moisture. Trend yields and normal crop quality have been assumed for both western and 
eastern Canada. In parts of the Prairies, seeding was not completed due to wet conditions, with an estimated 0.6 to 0.8 min ha 
(2- 3%) not seeded. As the STC survey was completed by June 3, at which time most farmers would have expected to complete 
seeding all intended area, the STC seeded area estimate may be high, and could be reduced in the STC August 26 production 
estimate. Precipitation since April 1 has been average to well-above average across western Canada. 


Despite lower production, total grain and oilseed supplies for 2005-06 are expected to rise by 2% due to larger carry-in stocks. 
Total Canadian exports of grains and oilseeds are forecast to increase by 10%, due to higher supply and better quality, 
particularly for wheat and canola. Canadian prices for all grains and oilseeds will remain pressured by lower world prices and 
the relatively strong Canadian dollar, although the oilseed price outlook has strengthened since last month. Factors to watch 
are: Chinese import demand, Beoune conditions in the major grain trading regions, EU grain export subsidy levels, ocean 


freight rates and the Canada/ 


WHEAT (ex-durum) 

For 2005-06, production is forecast to fall 
by 9% due to lower seeded area, increased 
abandonment and a return to lower trend 
yields. This, however, will be largely offset 
by higher carry-in stocks, with supply 
expected to decline by only 4%. The 
carry-in stocks are expected to largely 
consist of low quality wheat due to the 
poor quality of the 2004 crop, so that 
wheat feeding in 2005-06 is expected to 
remain historically high. Assuming normal 
weather this summer, the 2005 crop quality 
should return to normal, increasing 
supplies of high quality wheat. As a result, 
exports are forecast to rise by 1 Mt, with 
carry-out stocks expected to fall by about 
19%. The Canadian Wheat Board (CWB) 
June Pool Return Outlook (PRO) for No.1 
CWRS wheat was raised slightly from 
May, but remains lower than for 2004-05, 
due to expected higher supply, with 
projected returns for lower quality wheat 
unchanged to slightly higher than last year. 


DURUM 

Production is forecast to decline by 3%, 
with increased area more than offset by 
lower yields and higher abandonment. 
Total supply is forecast to rise by 10%, 
however, due to a 48% increase in carry-in 
stocks to a record 2.65 Mt. Exports are 
expected to rise by 9% due to larger 
supplies of high quality durum and 
increased export demand resulting from 
dryness in the Mediterranean region. 
However, carry-out stocks are projected to 
increase by a further 17%, to 3.1 Mt. The 
CWB PRO for 2005-06 is up slightly from 
last month, but remains below 2004-05, 
largely due to the increased supply in 
North America. 


BARLEY 

Production is forecast to decrease by 7% 
due to lower seeded area and yields. Total 
supply, however, is projected to increase 
slightly, due to higher carry-in stocks 
resulting from the large production of low- 
quality barley in 2004-05. Exports are 


S exchange rate. 


expected to increase by 25%, due to higher 
supplies of malting quality barley and less 
competition in overseas feed markets. 
Carry-out stocks are expected to decrease 
by 16%. The average off-Board price of 
feed barley is forecast to be the same as 
2004-05. Malting barley prices will be 
pressured by higher world production, with 
the CWB PRO for Special Select 2-row 
down by $6/t from 2004-05 to $174/t. 


OATS 

Production is expected to decline by 3%, 
as lower yields more than offset higher 
area. Total supply, however, is expected to 
rise by 4% as higher carry-in stocks more 
than offset the lower production. Carry-in 
stocks are forecast to rise due to below- 
normal exports in 2004-05 related to the 
poor quality of the crop and the weakness 
in US demand. Exports are forecast to rise 
by 0.2 Mt due to larger supplies and 
improved crop quality. Carry-out stocks 
are expected to return to a near-normal 
level. Oat prices are forecast to decline, 
with a smaller premium for milling oats. 


CORN 

Production is expected to decline by 5% 
due to lower seeded area and yields. This 
is expected to be partly offset by a 13% 
increase in imports, following lower corn 
production in eastern Canada and lower 
feed wheat and barley production in 
western Canada. Food and industrial use is 
forecast to rise, due to increased ethanol 
production. Prices are expected to remain 
pressured by low US corn prices. 


CANOLA 

Production is forecast to decline slightly, 
with a 9% rise in harvested area more than 
offset by lower yields. Total supply is 
forecast to rise sharply, to the 3 highest 
level on record, because of burdensome 
carry-in stocks. Domestic crush and 
exports for 2004-05 remain pressured by 
sharply higher world oilseed supply. In 
2005-06, domestic crush and exports are 
forecast to increase slightly but will remain 


pressured by large world soybean and palm 
oil supplies. Carry-out stocks are projected 
to rise to slightly under the record high set 
in 1999-00. Prices are projected to increase 
slightly due to higher world soybean and 
soyoil prices. 


FLAXSEED (excluding solin) 
Production is forecast to rise sharply due to 
a 19% rise in seeded area, lower 
abandonment and higher yields. Total 
supply is expected to rise at a slower pace 
as low carry-in stocks moderate the higher 
output. Exports are projected to return to 
near normal levels as a result of increased 
supplies, stable EU and US demand, high 
crude oil prices and lower flaxseed prices. 
Total domestic use is forecast to rise to 
normal in 2005-06. Carry-out stocks are 
forecast to double but are not expected to 
be burdensome. Prices are forecast to 
decline to historically normal levels. 


SOYBEANS 

Production is forecast to decline slightly as 
a rise in projected harvested area is offset 
by lower yields. Supplies are expected to 
rise to a record 3.7 Mt as higher carry-in 
stocks more than offset the drop in output 
and imports. Domestic crush is forecast to 
increase on support from stronger crush 
margins while exports are expected to 
maintain the record pace of 1.0 Mt. Carry- 
out stocks are projected to fall, but remain 
historically high. Prices are forecast to rise 
slightly due to higher US prices. 


FURTHER INFORMATION: 

Wheat ......... Glenn Lennox (204) 983-8465 
Berti all icpcccnscesnconspacses lennoxg@agr.gc.ca 
Coarse Grain.............. Joe Wang 983-8461 
ElMRAID .sconcaevconatarssseess wangjz@agr.gc.ca 
Oilseeds............0+ Chris Beckman 984-4929 
| 1 ate eae beckmac@agr.gc.ca 
Fred Oleson, Chief ................00000 983-0807 

Feit Bil 5. doccucnacessesensnctes olesonf@agr.gc.ca 


www.agr.ge.ca/mad-dam 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION June 28, 2005 
Grain and Area Imports Total Exports Food and Feed, Waste Total Dom- Carry-out Average 
Crop Seeded Harvested Yield Production  (b) Supply (c.) Ind. Use (e) & Dockage  estic Use Stocks Price (f) 
(oo 000 ha------ tha ------------------------ thousand metric tonnes- - - - - - ------------------ $/t 
Durum 
2003-2004 24837 DAS9F 1 74 4,280 l 5,900 3,427 252 220 684 1,788 224.21 
2004-2005f 5) 2,230 32,141) 9232 4,962 ] 6,751 3,200 pay) 426 901 2,650 202)* 
2005=2006f 7 .2:280" 225175 ~~ 221 4,800 ] 7,451 3,500 260 391 851 3,100 195 2% 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 1619232395, #125300 DTS BOD 6,804 4,292 206.03 
2004-20050, Broil mai22) = 2.71 20,898 Phere 25:201 11,650 2 TAO 4,691 $251 5,300 186 * 
2005-2006f 7,943 7,475 2.54 19,000 10°* 924/310, 73125700 2,800 3,700 7,310 4,300 184 ** 
All Wheat 
2003-2004 10,662 10,467 2.25 23,552 1SO 29.2955 ee S 727 3,027 3,442 7,488 6,080 
2004-2005f 10,340 9,862 2.62 25,860 12s 1953559 14,850 3,025 5s bby 93153 The Bib 
2005-2006f 10,223 9,650 2.47 23,800 Lin ol 761 16,200 3,060 4,091 8,161 7,400 


Barle 
2003-2004 55046 4,446 = 2.779 12,328 6 13,838 2,445 298 8,579 9,291 
2004-2005f 4,678 4,050 3.26 13,186 100 15,388 2,000 300 O53 10,288 
2005-2006f 4,580 3,990 3.09 12,320 30 15,450 2,500 380 9,565 10,350 
Corn 
2003-2004 18265 e126 a oe 9,587 2,108 12,805 346 2,415 8,890 LS] 
2004-2005f L852 SL072) 1824 8,836 2,400 12,378 150 2,650 8,463 11,128 
Pt a eOok L121 ee 090K 7c 8,400 2,700 12,200 150 2,700 8,435 11,150 
ats 
2003-2004 22 2a ee 3,691 19 4,234 1557 140 1,581 1,888 
2004-2005f 99S" 515-80) 3,683 25 4,496 1,500 130 1,574 1,896 
2005-2006f 2,019 1,395 2.55 3,560 PS 4,675 1,700 170 1,710 2,075 
Rye 
3003-2004 246 Aye? S21 0 357 lai 47 60 125 
2004-2005f 284 165092553 418 l 479 230 48 109 174 
2005-2006f 228 150 a ale 325 1 401 160 48 116 181 
Mixed Grains 
2003-2004 241 133.002 oe 384 0 384 0 0 384 384 
2004-2005f 220 LU ee 318 0 318 0 0 318 318 
2005-2006f 2S PORWR 340 0 340 0 0 340 340 
Total Coarse Grains 
2003-2004 SO70R = 7.529) 62550 263 ie2162 31,618 4,519 2,899 19,495 23,006 
2004-2005f 8,362 6,713 3.94 26,441 2,526 33,060 3,880 3,128 20,018 23,805 
2005-2006f S163) 66.7457 1570 24,945 2,746 33,066 4,510 3,298 20,166 24,096 


2102 135.80 
3,100 105-115 
2,600 100-120 


1,143 137.18 
LOO me 95-105 
900 90-110 
788 136.65 
1,100 125-135 
900 110-130 
60 104.44 
75-70-80 
60 65-85 
0 
0 
0 
4,093 
Spoil 
4,460 


EE SSE 


Canola 

2003-2004 4,736 4,689 1.44 Oo) Lee 4s 7,908 3,754 3,390! 113 3,545 609 387.04 

2004-2005f 5,319 4938 1.57 IIB eA 8,487 3,300 3,000 ! 417 3,462 j Ea as) 300-320 

INE Noe Soe si esl Make) ee S00 ee 150 0375 3,500 3,200 ! 530 Pe ES 2,100 300-340 
axsee 

2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 382.13 

2004-2005f 728 528 .98 oy) 40 650 450 n/a n/a 140 60 475-525 

pe OS 868 830 =: 11.20 1,000 20 1,080 700 n/a n/a ZSS 125 320-360 
oybeans 

2003-2004 105 Fe e047, 27. DY 26S sae ooT 3,000 914 1,500! 319 1,947 140 395.04 

2004-2005f 1229 1 Sa, e259 3,048 450 3,638 1,000 1,500! 488 2-113 525 225-265 

2005-2006f 120 7aes e200 Be AG 2,950 250 3,12) 1,000 1750" 465 2,325 400 240-280 

Total Oilseeds 

2003-2004 6,53 17264645" 1.52 9,794 850 11,811 org | n/a n/a 5,693 841 

2004-2005f 7,277 6,643 1.70 11,293 640 12,774 4,750 n/a n/a ee Als: 2,310 

2005-2006f 7,668 7,400 1.55 11,450 420 14,180 5,200 n/a n/a 6,355 2,625 

Total Grains And Oilseeds 

2003-2004 26,263 24461 2.44 59,663:23,029) 5 72;7247 25,523 n/a n/a 36,187 11,014 

2004-2005f 26,038 23,219 2.74 65,59553,178 gee Sb mesa 80 n/a n/a 38,672 15,635 

2005-2006f 26,053 23,795 2.53 60,195 31.775 9579.007 = 25.910 n/a n/a 38,612 14,485 


8} August - July crop year except corn and soybeans which are September - August. 
Excludes imports of products. 

c.) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 
d) Total = F&I + FWD + Seed Use 

e) Industrial use excludes flaxseed due to data confidentiality. 


Crop year average prices: No.1 CWRS 11.5% poe and No.l CWAD 11.5% (CWB final nue I/S St. Lawrence/Vancouver), 


Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats i No. 2 Hea 
We (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S 
Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S C atham). 


* CWB Pool Return Outlook (PRO) - May 26, 2005 
** CWB PRO - June 23, 2005 

Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - June 28, 2005 
Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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June 27, 2005 


Year ago 
Selected Points 28-Jun-04 
rom: Thunder Bay(WCE) (2) 
(CBOT) 
(Lethbridge) 
0: Bayport, ON (1) 


f 


+ 


Montreal, QC it 


Moncton, NB Truck via Halifax 


Truro, NS 


Halifax, NS 144.28 


N/A 


Stephenville, NL Track / Truck via Sydne 


Melfort, SK 


Bayport, ON /A 


Montreal, QC 


N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
Track / Truck via Sydne N/A 
N/A 
N/A 
N/A 


Moncton, NB 


Truro, NS 


Stephenville, NL 


Selected Points Price Basis This week Last week Last week Year ago 
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i eee Pm 27-Jun-05 | 13-Jun-05 30-May-05 28-Jun-04 
OnBoard Vessel 

In-store 


Baa ae ee 
BR a rae ed 
| Montreal, QC (1) __— 
Se ere 
| Saar ah Ree = EEN 
| Moncton, NB 
Erect) See ed 
SEE PAE) 
et Perfuto NS 
ea a el 
ee Ree eee ea 
| Halifax,NS (1) 
ake See a ee 
Gt] Se eee) 
| __—Stephenville, NL 
ae ee 
LEE as 5 Say 
ana Melfort 3S oes eae aa 
Ree oe ee 
| See 2 a ee aa 
OO 
[= aMontreal/ OC ae 
Ei See 
| 7 ai et el 
| Moncton, NB 
aed ea ee 
= ee 2 
| See TTrogNS eae a 
eee a) 
Mee es eel 
| __Stephenville, NL__ 
esi PM aaa eles SONNY 
[2 SE 8, | 
Et ee eae 
Com ae es eae 


rom: US Lake Port 
0: Montreal, QC (1) 
rom: Chicago (IL 
: Montreal, QC 
rom: Chatham, ON 


On Board Vessel 102.30 
121.34 
105.25 
134.11 
110.17 
134.04 


—| 


°o 


From: Hamilton iON 2s 21 Sal eal Se eee cue! 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES July 11, 2005 
PRAIRIE GRAINS 


This week Last week Month ago Year ago 
11-Jul-05 27-Jun-05 13-Jun-05 28-Jun-04 


109.00 109.00 107.00 195.00 
169.00 155.25 142.75 145.60 
112.50 115.00 114.00 150.00 


Selected Points Price Basis 
rom: Thunder Bay(WCE) (2) _ |In-Store 
(CBOT) 
(Lethbridge) 
0: Bayport, ON (1) n-store 


. 


idatiraniiiiel 
s io 


=F 


218.61 
N/A 

177.39 
223.03 
N/A 

182.31 
245.25 
206.50 
239.22 
N/A 

204.00 
230.28 


Montreal, QC 1 In-store 


Moncton, NB ruck via Halifax 


Truro, NS ruck via Halifax 


Halifax, NS ; 
N/A 

190.30 
293.63 
N/A 

N/A 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 


Last week Last week Year ago 
11-Jul-05 27-Jun-05 13-Jun-05 28-Jun-04 


Stephenville, NL Track / Truck via Sydne 


Melfort, SK 

N/A 
Bayport, ON N/A 
Montreal, QC 


ack 
Moncton, NB 


ack 


Truro, NS 


=, = = oe 


Track / Truck via Sydne 


z\z Z 
P|> > 


Stephenville, NL 


ae 


Selected Points Price Basis 


=) 
T 


rom: US Lake Port 
0: Montreal, QC (1) 
rom: Chicago (IL 
: Montreal, QC 
rom: Chatham, ON 
0: Montreal, QC 


n Board Vessel 


4 


139.52 139.52 134.11 179.23 
4111.99 111.99 110.17 162.75 
135.86 135.86 134.04 186.62 


° 


= 


=| 
a 
be) 
i?) 
(Se. 


328.90 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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UKRAINE 


Ukraine is one of the major grains and oilseeds producers in the world. 
markets for agricultural commodities as it did in 2001 and 2002 wh 
by a substantial amount of low priced wheat from Ukraine. Since t 


Government 
Publications 


As such, Ukraine has the potential to affect the 
en world wheat prices were unexpectedly pressured 
hen, commodity traders have been careful not to 


overlook the potential for a similar occurrence when formulating their price forecasts. This issue of the Bi-weekly 


Bulletin looks at the situation and outlook for Ukraine’s grains and oils 


Canada’s grains and oilseeds sector. 


eeds sector, and examines the implications for 


BACKGROUND 


Economy 

Ukraine is well positioned in terms of its 
endowment of natural resources and the 
potential for exploiting those resources. 
Specifically, it is the rich farmlands that 
characterize its steppe that have long been 
considered the “breadbasket’ of Eastern 
Europe, producing much of the wheat, corn, 
barley, rye, and sunflowers grown in the 
region. 


Ukraine also holds large reserves of minerals 
and important sources of power for its well- 
developed industrial base. Some of the best 
known products of its industrial sector 
include machinery, steel, rolled metal, farm 
equipment, building materials, fertilizers, and 
other agricultural chemicals. Western 
Ukraine is largely agricultural, but it has 
Significant oil reserves in the areas around 
Drohobych and Boryslav, natural gas near 
Dashava, and coal deposits in the area near 
Novonolynsk. To accommodate some of 
Ukraine’s transportation needs, Odesa is the 
primary port located on the Black Sea for 
receiving and dispatching marine shipments. 


The collapse of the Soviet Union in 1991 was 
largely responsible for the dramatic and 
catastrophic decrease in Ukraine’s economic 
well-being during the 1990s. Between 1990 
and 1999, Ukraine’s Gross Domestic 
Product (GDP) fell by about 60%, with the 
largest annual decrease occurring in 1994 
when GDP fell by about 23%. The first 
evidence of economic recovery appeared in 
2000, and the Ukrainian economy has since 
experienced several consecutive years of 
positive growth, with GDP growth peaking at 
a record 12% in 2004. The improvement in 
Ukraine’s economic performance is largely 
attributed to the ability of Ukrainian 


enterprises to adapt to the realities and 
demands of a market economy. 


However, Ukraine’s economic performance 
ranks well below that of other central 
European countries. In 2003, Ukraine’s real 
per capita GDP was estimated at US$5,200; 
half of that in neighboring Poland and well 
below that in Russia, Turkey and 
Kazakhstan. Ukraine’s low level of per 
capita GDP is suspected of being at least 
partially offset by the existence of a 
Significant “unofficial” economy. 


Ukraine’s exports contribute to about 40% of 
its economic activity, which is incidentally 
similar to the situation in Canada. Although 
there is some vulnerability associated with 
Ukraine’s dependence on foreign markets, 
as in Canada, the possibilities for growth are 
virtually limitless. 


Agriculture 

Traditional industrial activity continues to 
contribute to Ukraine’s economy, but it is 
agriculture that has performed particularly 
well in recent years. For 2004, the growth in 
the agricultural sector is estimated at 20%, 
exceeding the growth in the construction 
sector of 18%. 


There are some restrictions to Ukraine’s 
ability to realize economic and financial 
efficiency for its agricultural sector. For 
instance, the number of functioning tractors, 
combines, and field implements continues to 
fall short of what is required. Furthermore, 
artificially depressed prices for farm 
commodities, a product of government 
policy, have resulted in increased farmer 
debt loads and this has made it difficult for 
many farmers to purchase the equipment 
they need for production efficiency. 


A longer-term consequence of persistently 
low prices is that much of the land currently 
held by small farmers could fall under the 
ownership of large scale operators as small 
farmers are forced to sell off their land to pay 
down debt. The ban on buying and selling 
land is scheduled to be lift in 2005. 


There is also a concern that, should Ukraine 
be successful in gaining membership to the 
World Trade Organization (WTO), it might 
not reap nearly the full benefits they expect 
from acquiring that status. Detractors argue 
that, since 1994 when it first applied for 
membership in the WTO, Ukraine has done 
little to adjust its primary production and 
processing activities to meet world quality 
standards. 


CANADA/UKRAINE TRADE 


In 2004, bilateral trade between Canada and 
Ukraine was CAN$218 million (M), up from 
CAN$144M in 2003. During this period, 
Ukrainian exports to Canada more than 
doubled to CAN$161M, while Canadian 
exports to Ukraine decreased slightly to 
CAN$57M. The largest increase in Ukraine’s 
exports to Canada was that of flat, hot-rolled 
products of iron and non-alloy steel. Some 
of the major Canadian exports to Ukraine are 
textile fabrics, motor vehicles, frozen fish, 
farm equipment, and poultry products. 


At a meeting in April 2004 between Canada’s 
Ambassador to Ukraine, Andrew Robinson, 
and Ukraine’s Minister of Economy and 
European Integration of Ukraine, Mykola 
Derkach, Ukraine emphasized its interest in 
expanding trade relations with Canada ona 
bilateral basis, as well as on a multilateral 
basis, particularly within the framework of the 
WTO. In preparation for potentially joining 
the WTO, Ukraine has already signed 


Canada 


25 agreements with member countries on 
market access. 


Ukraine is particularly interested in attracting 
foreign investment from Canada, especially 
given that general climate for foreign 
investment in Ukraine has improved 
considerably in recent years. On a more 
negative note, Ukraine has experienced one 
of the lowest levels of Foreign Direct 
Investment in Eastern Europe but, with 
recent positive developments in the 
Ukrainian economy, there has been 
increased interest from foreign investors. 


Business Environment 

Privatization and foreign investment has 
proceeded slowly, relative to other former 
communist countries. Ukraine's limited 
progress is attributed to over-regulation and 
state interference, most of which is aimed at 
protecting existing enterprises from domestic 
competition and foreign ownership. Studies 
by the International Monetary Fund and the 
World Bank suggest higher levels of 
corruption in Ukraine than in any other 
nearby country. 


Ukraine’s Seed Market 

Ukraine is a net importer of planting seeds, 
most of which are field crop seeds. Seed 
import procedures are relatively complex but 
not insurmountable if properly coordinated. 
Imports are regulated by several legislative 
acts including the Laws on Seeds, Plant 
Quarantine, Protection of Plant Varieties, 
and Sanitary and Epidemiological Well-being 
of the Ukrainian Population. One time 
permits may also be issued for varieties that 
are not included in the State Register of 
Plant Varieties. 


Ukraine’s imports of field crop sees are, in 
order of value, corn, sunflower, soft wheat, 
rapeseed, barley, sorghum, flax, hard wheat, 
and soybeans. In 2003-2004, Ukraine’s 


2002 


5,315 


Carry-in Stocks 


Production 39,510 
Imports 853 
Supply 45,481 
Exports 10,607 
Feed Use 13,183 
Other 16,080 
Total Use 39,870 
Carry-out Stocks 5,611 


Source: USDA-FAS, July 2005 


UKRAINE: MAJOR FIELD CROPS* 


SUPPLY AND DISPOSITION 


2003 
-2004 


5,611 
22,477 

3,408 
31,496 


3,780 
10,546 
14,331 
28,657 

2,839 


* Barley, wheat, corn, oats, and sunflower seed 


imports of field crop seeds totaled US$40M, 
up from US$18M in 2002-2003. United 
States (US) suppliers have captured about 
9% of this burgeoning seed market by 
capitalizing on the higher Euro relative to the 
US dollar. The Ukrainian hryvnya is 
unofficially pegged to the US dollar, which 
currently makes it easier for the US to 
compete with European Union (EU) suppliers 
despite the higher transportation costs the 
US has relative to its EU competitors. For 
2004-2005, Canada’s exports of field crop 
seeds to Ukraine are forecast at well over 
CAN$80,000, more than triple the 2003-2004 
figure. 


SITUATION 


For 2004-2005, Ukraine produced, as 
estimated by the United States Department 
of Agriculture (USDA), a record 41.5 million 
tonnes (Mt) of its major field crops, 
specifically barley, wheat, corn, oats, and 
sunflower seed. The large crop is attributed 
to a record harvested area and a near record 
yield for the 2004-2005 year. Incidentally, 
Ukraine’s total production of major field crops 
for 2004-2005 is nearly double its 2003-2004 
production which was seriously affected by 
poor growing conditions. 


Wheat 

Ukraine’s wheat, which 
has traditionally been of 
relatively low quality and 
typically destined for the 
feed markets in North 
Africa, the EU, South 
Korea, Israel, the 
Philippines, and Indonesia. 
But there are exceptions. 


Production 
Imports 
Supply 
Exports 
Feed Use 
Other 
Total Use 


For 2004-2005, Ukraine’s 
wheat production is 
estimated at 17.5 Mt, 
nearly five times the 


2004 
-2005 


2005 


2,839 
41,450 36,800 

412 142 
44,401 42,476 


Production 
Imports 


10,655 10,695 Supply 
13,161 11,950 Exports 
15,051 15,670 Feed Use 
38,867 38,315 Other 
5,534 4,161 Total Use 


Carry-in Stocks 


Carry-out Stocks 


October-September 
crop year 


Carry-in Stocks 


Carry-out Stocks 
Source: USDA-FAS, July 2005 


amount of wheat produced in 2003-2004 
when yields and harvested area were 
dramatically reduced by poor weather. 
Despite a record yield in 2004-2005, 
Ukraine’s wheat production is significantly 
less than in 2001-2002 when Ukraine 
produced a record 21.3 Mt of wheat on a 
record 6.9 million hectares (Mha) of land. 


For 2004-2005, Ukraine’s exports are 
estimated 4.2 Mt, following a disastrous year 
when its exports were virtually non-existent. 
However, exports for 2004-2005 are still 
considerably less than in 2001-2002 and 
2002-2003 when Ukraine exported 5.5 Mt 
and a record 6.6 Mt, respectively. Feed use 
for 2004-2005 is estimated at 2.2 Mt, up from 
0.2 Mt in 2003-2004, and carry-out stocks 
are estimated at 2.7 Mt, up from 1.1 Mt the 
previous year. 


Wheat Exports to Canada 

In 2001-2002 and 2002-2003, which were 
unusually dry years in western Canada, 
about 70,000 tonnes (t) and 150,000 t, 
respectively, of Ukrainian wheat were 
exported to Canada, most of which landed in 
Quebec. Since then, there have been 
virtually no exports of Ukrainian wheat to 
Canada. 


UKRAINE: WHEAT 
SUPPLY AND DISPOSITION 


July-June 
crop year 


2002 
-2003 


2003 
-2004 


2004 
-2005 


2005 
-2006 


2961 3,258 1,131 2680 
20,556 3,600 17,500 18,000 
810 _3,365 50 50 
24,327 10,223 18,681 20,730 
6,569 66 4200 5,000 
4,000 225 2,200 3,300 
10,500 8801 9,601 10,000 
21,069 9,092 16,001 18,300 


3,258 1,131 2,680 


2005 
-2006 


2002 
-2003 


2003 
-2004 


2004 
-2005 


1,324 1,424 796 = =1,246 
10,364 6,850 11,100 8,500 
19 39 50 80 
11,707 8,313 11,946 9,826 
2,883 1,517 4,300 4,000 
5,500 4,500 4,700 3,500 
1,900 1500 1,700 1,500 
10,283 7,517 10,700 9,000 
1,424 796 1,246 826 


Following discovery of two regulated plant 
pests (flag smut and dwarf bunt) in three 
consecutive shipments, the Canadian Food 
Inspection Agency cancelled in December, 
2002 all import permits for Ukrainian wheat 
entering Canada. In 2004, a team of 
Ukrainian plant inspectors came to Canada 
to learn ways and procedures to minimize 
the risk of pests in grain handling. 
Government officials continue to work with 
their Ukrainian counterparts to address this 
issue. 


Barley 

For 2004-2005, Ukraine’s barley production 
is estimated at a record 11.1 Mt, up 
considerably from 6.9 Mt in 2003-2004, when 
barley yields were the lowest in recent 
history. Exports for 2004-2005 are 
estimated at a record 4.3 Mt, nearly triple the 
2003-2004 figure, and carry-out stocks are 
estimated at 1.2 Mt, up from 0.8 Mt in 2003- 
2004. 


Corn 

For 2005-2006, Ukraine’s corn production is 
estimated at a record 8.8 Mt, up significantly 
from 6.9 Mt in 2003-2004. The increase is 
due to a combination of a record yield and 
record harvested area. As a result of record 
supplies, exports are estimated at a record 


UKRAINE: CORN 
SUPPLY AND DISPOSITION 


2004 
-2005 


2002 
-2003 


2003 
-2004 


October-September 
crop year 


2.1 Mt, feed use is estimated at a record 
5.3 Mt, and carry-out stocks are also 
estimated at a record 1.6 Mt. 


Oats 

For 2004-2005, Ukraine’s oat production is 
estimated at 1.0 Mt, up slightly from 0.9 Mt 
during the previous year, as improved yields 
more than offset slightly lower harvested 
area. With increased supplies domestic 
consumption is expected to have increased 
accordingly, to 1.0 Mt. Ukraine typically 
exports very little, if any, of oat production. 


Sunflower Seed 

For 2004-2005, sunflower seed production 
in Ukraine is estimated at 3.1 Mt, down from 
4.3 Mt in 2003-2004, as farmers cut back on 
area seeded to sunflower seed. With 
supplies at the lowest level since 2001-2002, 
2004-2005 crush is at 2.9 Mt, down from 
3.2 Mt in 2003-2004. Carry-out stocks, as 
in previous years, are expected to be low. 


OUTLOOK 


Political and Economic Considerations 
The presidential election that occurred in late 
2004 is expected to translate into greater 
political openness and accelerated economic 
reform in Ukraine. Despite the political and 
economic setbacks it has 
experienced over the past 
few years, Ukraine has 
managed to demonstrate its 
potential as an up and 
coming world market. 


2005 
-2006 


Ba tn ee thousand tonnes............. 


Carry-in Stocks 940 832 


844 §=1,554 


In terms of Ukraine’s 
economic outlook, 


Production 4,180 6,850 8,800 5,500 forecasters are expecting 
Imports 23 0) 10 10 the Ukrainian hyvnya to 
Supply 5,143 7,682 9,654 7,064 appreciate against the US 
Exports 811 1,238 2,100 1,100 dollar. Should this occur, 
Feed Use 2,800 4,900 5,300 4,400 Saas dele 

Other 700 700 700 _ 700 Deere Sher 

Total Use 4,311 6,838 8,100 6,210 

Carry-out Stocks 832 844 1,554 854 


2003 
-2004 


2002 
-2003 


October-September 
crop year 


2004 
-2005 


2005 
-2006 


Carry-in Stocks 


Carry-in Stocks 85 72 40 35 Production 
Production 943 925 1,000 800 Imports 

Imports EO 2) Xs Supply 

Supply 1,028 999 1,040 835 Exports 

Exports 6 9 S 5 Feed Use 

Feed Use 800 800 850 650 Crush 

Other 150 150 _150 150 Other 

Total Use 956 959 1,005 805 Total Use 
Carry-out Stocks 72 40 35 30 Carry-out Stocks 


Source: USDA-FAS, July 2005 


UKRAINE: SUNFLOWER SEED 


SUPPLY AND DISPOSITION 


Source: USDA-FAS, July 2005 


3 
appreciation, Ukraine’s ability to improve its 
trade balance could be stifled. 


Weather Conditions 

Crop yields in the major growing areas of 
Ukraine appear to have been negatively 
affected by drought, particularly because 
many of the winter cereal crops were at the 
critical heading stage at the time of that 
drought conditions occurred. The situation, 
however, is not expected to be nearly as 
serious as weather conditions during the 
2003-2004 crop year when crop yields and 
harvested area were greatly reduced. 


Supply, Exports and Feed Use 

In Ukraine, feed use is normally about 30% 
of the available supply of its five major field 
crops, i.e., wheat, barley, corn, rye and 
sunflower seed, while exports are about 
20%. Historically, exports have decreased 
to about 10% of the available supply during 
periods of reduced production. 


Feed use for 2005-2006 is forecast at 

12.0 Mt, consistent with the 42.5 Mt of 
available supply of major field crops and 
lower than the levels recorded in 2004-2005 
when supplies were 44.4 Mt. 


For 2005-2006, Ukraine is expected to 
export 10.7 Mt of its major field crops, 
virtually unchanged from the previous year. 
This is about one-quarter of its total 
production of major field crops. Of total 
exports for 2005-2006, wheat and barley are 
expected to account for about 50% and 40%, 
respectively. 


In addition to lower feed use due to lower 
available supplies, carry-out stocks are 

also forecast to decrease to 4.2 Mt, from 

5.5 Mt in 2004-2005. 


2002 
-2003 


2003 
-2004 


2004 
-2005 


2005 


5 Pas) 28 19 
4,252 3,050 
1 2 2 2 


3,276 4,279 3,080 4,021 
338 950 50 590 
83 121 111 100 
2,000 3,150 2.870, °3,270 
30 30 30 40 
3,251 4,251 3,061 4,000 
25 28 19 21 


UKRAINE: INTERNATIONAL DEVELOPMENT 


Ukraine is a priority country for AAFC’s international development activities. Canada was a significant contributor to election observation 
missions in 2004. Ukraine is also one of the 25 priority countries identified by the Canadian International Development Agency (CIDA) in 


April 2005. 


AAFC undertook a needs assessment study in Ukraine in October, 2004, identifying a broad range of opportunities for capacity building and 
technical assistance from Canadian expertise, which are currently being reviewed. Two projects are already underway. The Saskatchewan 
Trade and Export Partnership is working with AAFC, with funding from CIDA’s Facility for Agriculture Reform and Modernization program to 


provide irrigation assistance. Secondly, AAFC is developing a generic training module for Business Risk Management support, and Ukraine 
is being used as a case study to help develop that module. 


CIDA is also supporting a Grain Quality and Handling Project, involving the Canadian Grain Commission, which is intended to improve grain 
quality in Ukraine and to implement a system of cash advance loans, through warehouse storage receipts, in order to allow for small farmers 
and large-scale producers to compete on the international market and to expand domestic markets. It is valued at $3.215 million and running 


from 2003 to 2007. 


For more information, contact: 


Dr. Kian Fadaie, Senior Advisor, International Science & Development; Agriculture & Agri-Food Canada, 930 Carling Avenue, 
Room 739 Ottawa, Ontario K1A 0C5; Phone: (613) 694-2315; Fax: (613) 759-1190; E-mail: fadaiek@agr.gc.ca 


Wheat 

For 2005-2006, Ukraine’s wheat production 
is forecast by USDA at 18.0 Mt, up slightly 
from 17.5 Mt in 2004-2005, as increased 
harvested area more than offsets lower yield 
forecasts. Projections for higher carry-in 
stocks further contribute to the increased 
wheat supply expected in 2005-2006. 
Exports are forecast at 5.0 Mt, up from 

4.2 Mt in 2004-2005, and feed use is 
forecast at 3.3 Mt, up from 2.2 Mt in 2004- 
2005. Carry-out stocks are forecast at 

2.4 Mt, down from 2.7 Mt in 2004-2005. 


Barley 

For 2005-2006, barley production is 
forecast at 8.5 Mt, due to significantly lower 
harvested area and yields. The lower 
production figure is expected to more than 
offset high carry-in stocks, resulting in a 
relatively low supply of barley for 2005-2006. 
However, exports are forecast to decrease 
marginally from 4.3 Mt in 2004-2005, to 

4.0 Mt in 2005-2006. Feed use is forecast at 
3.5 Mt, down from 4.7 Mt in 2004-2005 and 
carry-out stocks are forecast at 0.8 Mt, 
down from 1.2 Mt in 2004-2005. 


Ukraine's barley exports are primarily feed 
quality. In fact, Ukrainian malt producers 
have often complained about shortages of 
high quality malting barley required to meet 
the industry's strict malt specifications. This 
offers some explanation as to why a near 
record 80,000 t of barley is expected to be 
imported by Ukraine in 2005-2006, at a time 
when its barley exports are at a near record 
4.0 Mt. Ukraine’s primary customers for its 
barley are: in order of importance, Saudi 
Arabia; the Middle East (Israel, Syria, 


Jordan); North Africa; Japan; the EU; Iran: 
and Former Soviet Union countries. 


Corn 


For 2005-2006, corn production is forecast 


at 5.5 Mt, down from 8.8 Mt in 2004-2005, 


due to significantly lower harvested area and 


a decline in yields. With lower supplies 
expected for 2005-2006, exports are 
forecast at 1.1 Mt, down from 2.1 Mt, and 
feed use is forecast at 4.4 Mt, down from 
5.3 Mt. Carry-out stocks for 2005-2006 
are forecast at 0.9 Mt, down from 1.6 Mt in 
2004-2005. 


Oats 

For 2005-2006, oat production is forecast 
at 0.8 Mt, down from 1.0 Mt in 2004-2005, 
due to a combination of lower harvested 
area and a decline in yields. With a 
significantly lower supply of oats forecast 
for 2005-2006, feed use is forecast at 

0.7 Mt, down from 0.9 Mt in 2004-2005, but 
carry-in stocks are expected to remain 
virtually unchanged at 0.03 Mt. 


Sunflower Seed 

For 2005-2006, sunflower seed 
production is forecast at 4.0 Mt, up from 
3.1 Mt in 2004-2005 and the 5-year 
average of 3.3 Mt. With the expected 
increase in supplies in 2005-2006, exports 
are forecast at 0.6 Mt, up dramatically from 
0.05 Mt in 2004-2005. Domestic use is 
forecast at 3.4 Mt, up from 3.0 Mt in 2004- 
2005, and carry-out stocks are expected 
to remain virtually unchanged from 
previous years. 


For more information contact: 


Stan Spak, 
Market Analyst 
Phone: (204) 983-8467 
E-mail: spaks@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


The area seeded to grains and oilseeds (G&O) in 2005-06 is estimated to have declined by about 0.6 million hectares 
(Mha) from 2004-05, to 25.5 Mha, as many fields were unseeded in eastern Manitoba because of excessive rain in May 
and June, Although abandonment is expected to be higher than normal in this region, normal abandonment is 
assumed in other regions, and total Canadian harvested area is forecast to rise marginally, to 23.4 Mha. Yields in 
Saskatchewan are forecast to be above-trend due to higher than normal precipitation. Growing conditions are mixed 
across Canada, with crop development ahead of normal across the western prairies but behind normal in eastern 
Manitoba. In eastern Canada, yields are expected to be below trend due to hot temperatures and a lack of moisture. 


August 11, 2005 


Production of G&O is forecast to decline by 2%from 2004-05, to 62 million tonnes (Mt), as lower expected wheat and 
coarse grain output more than offsets a rise in oilseed Peete Despite lower production, the total supply of G&O 
e 


for 2005-06 is forecast to rise by 5% to the highest lev 


s since 2001-02, due to the largest carry-in stocks in over a 


decade. Assuming normal growing and harvest conditions, quality is expected to return to normal for 2005-06. As a 


result, total Canadian exports of 


t &O are forecast to rise by 15%. Canadian prices will remain beta b 
world prices and by burdensome world stocks. Factors to watch are: weather conditions across t 


low 


e US and Canada, 


the severity of disease and insect outbreaks, crude oil prices and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is forecast to 
fall by 7%, due to the lower seeded area, 
with yields expected to be well above 
normal for the second year in a row. 
Supplies are projected to decline only 
marginally, due to the sharp rise in 
carry-in stocks, which are expected to be 
largely of feed quality because of the 
poor quality of the 2004 crop. 
Consequently, feed usage is forecast to 
remain historically high for 2005-06. 
Assuming normal quality, exports are 
forecast to rise by 15% while carry-out 
stocks fall by 18%. The Canadian 
Wheat Board (CWB) July Pool Return 
Outlook (PRO) for No.1 CWRS wheat 
was unchanged from June, remaining 
$3/t below 2004-05. 


DURUM 

Production is forecast to rise slightly 
due to increased seeded area and 
reduced abandonment. Carry-in stocks 
are expected to increase by about 50% 
to a record 2.7 Mt, with total supply 
rising by 16% to a record 7.8 Mt. 
Exports are expected to increase by 16% 
due to increased supplies of high quality 
durum and increased export demand due 
to dryness in North Africa and southern 
Europe. However, carry-out stocks are 
projected to rise by a further 19%, to 

3.2 Mt. The CWB PRO for 2005-06 
declined slightly from June, and remains 
below 2004-05, due to burdensome 
North American supplies. 


BARLEY 

Production is forecast to increase 
marginally as higher yields more than 
offset lower harvested area. Total 
supply is projected to increase by 6%, 
due to higher carry-in stocks resulting 
from the large production of low-quality 
barley in 2004-05. Exports are expected 
to rise by 35%, due to higher exportable 
supplies of malting quality barley and 


less competition in overseas feed barley 
markets. Carry-out stocks are expected 
to remain burdensome. The off-Board 
feed barley price is forecast to average 
$115/t I/S Lethbridge, slightly above 
2004-05. Malting barley prices will be 
pressured by higher world production, 
with the CWB PRO for SS 2-row down 
by $5/t from 2004-05 to $173/t. 


OATS 

Production is forecast to decrease 
marginally as lower yields more than 
offset higher area. Total supply, 
however, is expected to rise by 5%, due 
to higher carry-in stocks, which resulted 
from below-normal exports in 2004-05 
related to the poor crop quality. Exports 
are forecast to rise by 0.2 Mt due to 
larger supplies and improved crop 
quality. Carry-out stocks are expected 
to decrease. Oat prices are forecast to 
decline, with a smaller premium for 
milling oats. 


CORN 

Production is forecast to decline by 8% 
as lower yields in Ontario more than 
offset higher harvested area. This is 
expected to be partly offset by a 17% 
increase in corn imports, partly due to 
lower imports of feed wheat and barley 
from western Canada. Food and 
industrial use is forecast to rise, due to 
increased ethanol production. Prices are 
expected to rise by about $10/t from 
2004-05 to average $110/t at the 
Chatham elevator. 


CANOLA 

Production is forecast to increase 
significantly due to increased harvested 
area and yields. Carry-in stocks are 
expected to be sharply higher, so that 
total supply increases to a record 

10.1 Mt. Domestic crush and exports 
are forecast to increase slightly but will 
be pressured by large world supplies of 


soyoil and palm oil. Carry-out stocks are 
projected at a record 2.8 Mt. Prices are 
projected to decrease marginally due to 
higher world canola/rapeseed supplies. 


FLAXSEED (excluding solin) 
Production is forecast to rise sharply due 
to higher havested area and supplies are 
expected to rise by about 75% from the 
frost-reduced level of 2004-05. Exports 
are projected to increase as a result of 
increased supplies, stable EU and US 
demand, high crude oil prices and lower 
flaxseed prices. Total domestic use is 
forecast to rise slightly. Carry-out 
stocks are forecast to almost triple but 
remain within historical norms. Prices 
are forecast to decline to historically 
normal levels. 


SOYBEANS 

Production is forecast to decrease 
slightly as a higher harvested area is 
more than offset by lower yields in 
Ontario. However, domestic supplies 
are expected to increase due to high 
carry-in stocks. Imports are therefore 
forecast to decline. Domestic crush is 
forecast to increase on support from 
stronger crush margins while exports are 
projected to remain unchanged from 
2004-05. Carry-out stocks are expected 
to fall, but remain above average. Prices 
are forecast to rise slightly due to higher 
US prices. 


FURTHER INFORMATION: 

Wheat ....... Glenn Lennox (204) 983-8465 
BSI Ao cessecsescceceasvnas lennoxg@agr.ge.ca 

Coarse Grains.......... Joe Wang 983-8461 
Bm Alli. ccccacecersreue sees wangjz@agr.ge.ca 

Oilseeds............ Chris Beckman 984-4929 
Brolin ill), sccensntersivens beckmac@agr.gc.ca 

Fred Oleson, Chief ................e0008 983-0807 
ECD ATI sosssesescrsacevencsons olesonf@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION August 11, 2005 


Grain and Area Imports Total Exports Food and Feed, Waste TotalDom- Carry-out Average 
Crop Year Seeded Harvested Yield Production (b) Supply (C)) Ind. Use & Dockage estic Use (d) Stocks Price (f) 
(a) ---------- 000 ha--------- tha = -- ----------------------- thousand metric tonnes- - - - -------------------- Sit 
Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 220 684 1,788 224.21 
2004-2005p 2,230 2,141 2.32 4,962 1 6,751 3,170 2O5 406 881 2,700 199 * 
2005-2006f 2,280 2,250 2.27 5,100 1 7,801 3,600 260 541 1,001 3,200 194 * 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,300 ALES S222 6,804 4,292 206.03 
2004-2005p 8,169 7,722 264 20,898 12 25,202 11,400 2,770 4,762 8,302 5,500 Siam 
2005-2006f 1,150 7,320 2.65 19,400 10 24,910 13,100 2,800 3,700 7,010 4,500 184 * 
All Wheat 
2003-2004 10,662 10,467 E25 Zo,p02 18 29,295 155727 3,027 3,442 7,488 6,080 
* 2004-2005p 10,399 9,862 2.62 25,860 13 31,954 14,570 3,025 5,168 9,184 8,200 
2005-2006f 10,030 9,570 2.56 24,500 11 SY 7/ 114 16,700 3,060 4,241 8,311 7,700 
Barley 
2003-2004 5,046 4,446 rae i 12,328 36 13,838 2,445 298 8,579 9,291 2,102 135.80 
2004-2005p 4,678 4,050 3.26 13,186 100 15,388 2,000 300 9.593 10,288 3,100 112.30 
2005-2006f 4,500 4,010 3.29 13,200 30 16,330 2,700 380 9,845 10,630 3,000 105-125 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,108 12,805 346 2,415 8,890 VA,317 1,143 137.18 
2004-2005p 1,185 1,072 8.24 8,836 2,400 12:3/8 150 2,650 8,463 11,128 1,100 100-105 
2005-2006f A440 1,090 7.43 8,100 2,800 12,000 150 2,700 8,235 10,950 900 100-120 
Oats 
2003-2004 22i2 ie As) 2.34 3,691 19 4,234 12557 140 1,581 1,888 788 136.65 
2004-2005p 1,995 Nes es 2.80 3,683 25 4,496 1,500 130 1,574 1,896 1,100 129.8 
2005-2006f 1,960 1,350 2.67 3,600 15 4,715 1,700 170 1,750 PAVING 900 115-135 
Rye 
2003-2004 246 147 Pane O20 0 357 171 47 60 125 60 104.44 
2004-2005p 284 165 2.55 418 1 479 230 48 109 174 Ue 70-80 
2005-2006f 210 150 PAA 320 1 396 160 48 111 176 60 70-90 
Mixed Grains 
2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 
2004-2005p 220 111 2.87 318 0 318 0 0 318 318 0 
2005-2006f 210 120 2.83 340 0) 340 0 0 340 340 0 
Total Coarse Grains 
2003-2004 9,070 7,529 3.50 26,31 fee 2, 162 31,618 4,519 2,899 19,495 23,006 4,093 
2004-2005p 8,362 6,713 3.94 26,441 2,526 33,060 3,880 3,128 20,018 23,805 5,375 
2005-2006f 7,990 6,720 3.80 25,560 2,846 33,781 4,710 3,298 20,281 24,211 4,860 


————— ee ee ee ees eee eee 
Canola 


2003-2004 4,736 4,689 1.44 (7/7. 243 7,908 3,754 3,390 ale} 3,545 609 387.04 
2004-2005p 5,319 4,938 145,76 7,728 150 8,487 3,298 3,000 419 3,464 1 72S 309.15 
2005-2006f 5,410 5,130 1.60 8,200 150 10,075 3,500 3,200 530 3,825 2,750 280-320 
Flaxseed 

2003-2004 745 728 1.04 754 20 903 609 n/a n/a 202 93 OZ aS 
2004-2005p 728 528 0.98 5A 40 650 412 n/a n/a 177 60 n/a 
2005-2006f 840 780 les5 1,050 20 1,130 700 n/a n/a 255 175 320-360 
Soybeans 

2003-2004 1,051 1,047 PAANT 2,268 587 3,000 914 1,500 “ 319 1,947 140 395.04 
2004-2005p 1,229 1,178 2.59 3,048 450 3,638 1,000 1,580 " 488 2,193 445 245-255 
2005-2006f 1,195 1,183 2.43 2,875 250 SO 1,000 1,750 " 460 2,320 250 240-280 
Total Oilseeds 

2003-2004 6,531 6,464 R52 9,794 850 11,811 LS PATE n/a n/a 5,693 841 

2004-2005p PAA 6,643 1.70 11,293 640 12,774 4,710 n/a nla 5855 2,230 

2005-2006f 7,445 7,093 age 12,125 420 14,775 5,200 n/a n/a 6,400 SAAS 


—— ee Oe ee ee ee ee 
Total Grains And Oilseeds 


2003-2004 26,263 24,461 2.44 59,663 3,029 72,724 25,523 n/a n/a 36,187 11,014 
2004-2005p 26,038 23,219 2.74 63,595 3,179 77,788 23,160 nla n/a 38,823 15,805 
2005-2006f 25,465 23,383 2.66 625185" 93.277 81,267 26,610 n/a n/a 38,922 15,735 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. (c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total Domestic Use = Food and Industrial Use + Feed Waste & Dockage + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouvenr), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 

* CWB Pool Return Outlook (PRO) - July 28, 2005 

" Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 

p: preliminary 

f: forecast - Agriculture and Agri-Food Canada - August 11, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada decreased by 2%, from 2004-05, as increases for dry peas, 
lentils, dry beans, sunflower seed and chickpeas were more than offset by decreases for mustard seed, canary seed and buckwheat. 
Statistics Canada’s (STC) seeded area survey, conducted during May 16 - June 3 and released on June 23, provided seeded area 
estimates for most pulse and special crops by province, but for some of the smaller producing provinces the area seeded has been 
estimated by AAFC. In general, crop development is near normal, except for Manitoba where it is mostly behind normal due to 
stress caused by excessive moisture. Normal crop abandonment is expected except for Manitoba where higher than normal 
abandonment is expected due to excessive moisture. Yields are expected to be higher than trend for Saskatchewan and Alberta, 
trend for Ontario and Québec, and below trend for Manitoba. The poor crop in Manitoba mainly affects Canadian dry bean, 
sunflower seed and buckwheat production because Manitoba is normally the largest producer of these crops. The dry pea and 
lentil harvest has started and harvesting of chickpeas, mustard seed and canary seed is expected to start in mid to late August. It 
is assumed that precipitation will be normal for the harvest period and that average quality will be normal. 


August 9, 2005 


Total production in Canada is forecast to decrease by 6%, from 2004-05, to 4.9 million tonnes (Mt). Total supply is expected to 
increase by 5% to 6.1 Mt, as higher carry-in stocks more than offset the decrease in production. Exports are forecast to increase 
by 9% due to stronger demand. Carry-out stocks are expected to increase marginally. Average prices, over all types, grades and 
markets, are forecast to increase for chickpeas and mustard seed, decrease for dry peas, lentils, dry beans and sunflower seed, and 
be the same for canary seed and buckwheat. The main factor to watch are precipitation and temperatures during the late summer 


and fall in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar and other 
currencies, ocean shipping rates and growing and harvest conditions in major producing regions, especially United States, India 


and Australia. 


DRY PEAS 

For 2005-06, production is forecast to 
decrease by 10% as a 2% rise in seeded area 
is more than offset by lower yields. 
Production is expected to decrease for 
yellow, green and other types. Supply is 
forecast to increase slightly due to higher 
carry-in stocks. World supply is expected to 
increase by 2% to 12.6 Mt, but use is also 
forecast to increase, resulting in stable carry- 
out stocks. Canadian exports and domestic 
use are expected to increase due to stronger 
demand in both food and feed markets. 
Carry-out stocks are forecast to decrease, 
with a stocks-to-use (s/u) ratio of 16%. The 
average price, over all types, grades and 
markets, is forecast to decrease slightly due 
to the higher world supply. 


LENTILS 

For 2005-06, production and supply are 
forecast to increase, due to a 10% rise in 
seeded area. Production is forecast to 
decrease for large, medium and small green 
types, but increase for the red type. World 
supply is forecast to increase by 8% to 

4.22 Mt due to higher carry-in stocks. 
Although world use is expected to increase, 
carry-out stocks are forecast to rise. 
Canadian exports are expected to increase by 
15% due to higher demand. Carry-out 
stocks are forecast to rise, with a s/u ratio of 
36%. The average price, over all types and 
grades, is forecast to decrease only slightly 
from 2004-05, as pressure from higher world 
supply is mostly offset by support from 
higher average quality. 


DRY BEANS 

For 2005-06, production and supply are 
forecast to increase, due to a 20% rise in 
seeded area and lower abandonment. 
Production is expected to increase for white 
pea, pinto, black, dark and light red kidney, 
cranberry, small red and pink beans, but 
decrease for Great Northern beans. US 


production is forecast to increase by 37% to 
1.07 Mt, while supply increases by only 15% 
to 1.21 Mt due to lower carry-in stocks. 
Canadian exports are forecast to increase 
due to higher supply. Carry-out stocks are 
expected to increase, with a s/u ratio of 6%. 
The average price, over all classes and 
grades, is forecast to decrease due to the 
higher supply. 


CHICKPEAS 

For 2005-06, production and supply are 
forecast to increase, as a 65% higher seeded 
area and lower abandonment more than 
offset lower yields. Production is expected 
to increase for large and small kabuli types, 
but decrease for the desi type. World supply 
is expected to increase marginally to 

8.95 Mt. Canadian exports are forecast to 
increase due to the higher supply. Carry-out 
stocks are expected to increase, but remain 
low. The average price, over all types, 
grades and sizes, is forecast to increase due 
to higher average quality and a shift to the 
production of the higher priced kabuli types. 


MUSTARD SEED 

For 2005-06, production is forecast to 
decrease by 39% because of a 31% fall in 
seeded area and lower yields. Production is 
expected to decrease for all types, yellow, 
brown and oriental. Supply is forecast to 
decrease by only 6% due to higher carry-in 
stocks. Exports are forecast to rise due to 
higher demand and carry-out stocks are 
forecast to decrease, with a s/u ratio of 66%. 
The average price, over all types and grades, 
is expected to increase due to the lower 


supply. 


CANARY SEED 

For 2005-06, production is forecast to 
decrease by 32%, as a 43% fall in seeded 
area is partly offset by higher yields. Supply 
is expected to decrease by only 2% due to 
higher carry-in stocks. World supply, 90% 


of which is in Canada, is forecast to decrease 
slightly to 400,000 t. Canadian exports are 
expected to increase due to higher demand 
and carry-out stocks are forecast to decrease, 
with a s/u ratio of 57%. The average price is 
forecast to be the same as in 2004-05, in line 
with the relatively stable world supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
forecast to increase due to a 26% rise in 
seeded area, lower abandonment and higher 
yields. Production is expected to increase 
for both types, confectionery and oilseed. 
US supply is forecast to increase by 49% to 
1.63 Mt. World supply is expected to 
increase by 5% to 28.6 Mt. Canadian 
exports and domestic use are forecast to 
increase because of the higher supply. 
Carry-out stocks are expected to increase, 
but remain low. The average price, over 
both types and all grades, is forecast to 
decrease because of the higher supply in US 
and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production is 
forecast to increase slightly, as a lower 
seeded area is more than offset by lower 
abandonment and higher yields. Supply is 
expected to decrease due to lower carry-in 
stocks. Exports are forecast to decrease and 
carry-out stocks are expected to be 
negligible. The average price is forecast to 
be the same as in 2004-05, in line with a 
relatively stable world supply. 


FURTHER INFORMATION: 

Stan SKrypetz ..........c.csose- (204) 983-8972 
BEAU QUT ccereecoscarcdoses skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
LS ET beetectere per meiye mye olesonf@agr.ge.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION August 9, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha  ------------------------ thousand metric tonnes - ------------------ Sit 

ow ee eh Se SS EE SS 
Dry Peas 
2001-2002 1,344 1,285 1:57 2,023 PAL 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 WTA, 1.67 2,124 24 2,458 1,316 937 205 15 
2004-2005p 1,388 1,345 2.48 3,338 40 3,583 1,900 1,083 600 135 
2005-2006f 1,410 1,365 2:20 3,000 30 3,630 2,000 1,130 500 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005p 778 750 1.28 962 8 1,008 520 328 160 310 
2005-2006f 860 815 leo 1,000 5 1,165 600 255 310 285-315 
Dry Beans 
2001-2002 184 175 era) 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 298 106 80 445 
2003-2004 167 167 24135 356 31 467 344 83 40 495 
2004-2005p 163 126 To 220 30 290 241 44 5 650 
2005-2006f 196 173 1:73 300 40 345 270 55 20 530-560 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 ra he 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 es 130 74 36 20 330 
2004-2005p 47 39 1334 51 5 76 40 31 5 385 
2005-2006f Ue 72 1.18 85 5 95 50 So 10 415-445 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 tea 9 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 Tite: 92 390 
2004-2005p 317 304 1.00 305 2 399 130 79 190 295 
2005-2006f PANT 208 0.89 185 Z <1 G/ 150 TH 150 300-330 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 SY he 
2003-2004 251 243 0.93 226 0 246 168 11 67 345 
2004-2005p 356 318 0.94 300 0 367 175 37 155 230 
2005-2006f 204 194 1.06 205 0 360 185 45 130 215-245 
Sunflower Seed 
2001-2002 73 67 ESS 104 29 179 92 65 22 SS 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 dnS 1.30 150 16 201 96 80 Phe 405 
2004-2005p 87 59 0.92 54 30 109 35 69 5 490 
2005-2006f 110 95 124 ft5 25 145 60 15 10 375-405 
Buckwheat 
2001-2002 16 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 14 10 1 14 5 7 2 355 
2004-2005p 9 re 0.71 5 1 8 4 4 0 355 
2005-2006f if 6 1.00 6 1 ‘a 3 4 0 340-370 
Total Pulse And Special Crops (c) 
2001-2002 3,131 2,993 123 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,740 1,219 623 
2003-2004 2,797 PU foVe 1:35 3,680 81 4,384 2,492 1,403 489 
2004-2005p 3,136 2,948 1.78 oon 116 5,840 3,045 1,675 1,120 
2005-2006f 3,080 2,928 1.67 4,896 108 6,124 3,318 1,676 1,130 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


p: preliminary 
f: forecast, Agriculture and Agri-Food Canada, August 9, 2005 


Source: Statistics Canada and industry consultations. 
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B. CASH PRICES AND REPLACEMENT VALUES August 8, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: André Doumbé: Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: doumbea@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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WHEAT: SITUATION AND OUTLOOK 


For 2005-2006, prices for most classes of wheat are expected to decline from 2004-2005 largely due to 
increased supplies in the five major exporting countries and lower import demand. The strong Canadian 
dollar will continue to dampen returns to Canadian farmers. This issue of the Bi-weekly Bulletin examines the 
situation and outlook for wheat for 2005-2006. "Wheat" refers to all wheat including durum, unless 


otherwise specified. 


World wheat supplies for 2005-2006 
are forecast by the United States 
Department of Agriculture (USDA) to 
increase slightly from 2004-2005. 
Higher carry-in stocks are expected to 
more-than offset lower production of 
610 Mt, a 2% decline from last year. 
Wheat consumption is forecast to 
increase, mainly due to higher feed use 
in the European Union (EU) and the 
Former Soviet Union (FSU). World 
wheat carry-out stocks are expected to 
decline by 5%, to 141Mt and the stock- 
to-use (S/U) ratio is forecast to be near 
the record low of 22% recorded in 
2003-2004. Trade is expected to 
decline by 3%, to 108 Mt, mainly due to 
reduced imports by China. Of the total 
exports, the US is expected to account 
for 25%, with Canada, Australia, the 
EU-25 and FSU each contributing 
about 15%. 


Non-durum wheat production is down 
only slightly, to 575 Mt and trade is 
forecast to decline by 4% to 101 Mt, 
close to the 10-year average. 


Durum wheat production is estimated 
by the International Grains Council 
(IGC) at 35.5 Mt, 14% lower than last 
year. Trade is forecast to rise by 15%, 
to a record 7.8 Mt. 


United States 

All wheat production is estimated by 
USDA at 2,170 million bushels (Mbu) 
(59.0 Mt), only marginally above 2004- 
2005. Increased production of hard red 
winter (HRW), white wheat and durum 


is expected to more-than offset 
reduced output of soft red winter, 
(SRW) and hard red spring (HRS) 
wheat. Total US wheat exports are 
forecast to decrease by 8%, to 

975 Mbu due to increased competition 
from the EU and the FSU. As a result 
of lower exports, carry-out stocks and 
the stocks-to-use ratio are expected to 
increase from 2004-2005. US wheat 
imports, largely from Canada, are 
forecast at 70 Mbu (including 
products), similar to 2004-2005, and 
14% below the 10-year average. Non- 
durum wheat imports will be mainly 
Ontario winter wheat, due to the 
continuing duties on imports of 
Canadian HRS wheat. 


SRW wheat production is expected to 
decrease by almost 16% from last year 


while HRW production increases by 9% 
and HRS production decreases 
marginally. However, stocks are 
expected to rise for all classes of 
wheat, pressuring wheat prices in 
general. For high quality milling wheat, 
prices are expected to be further 
pressured by improved spring wheat 
quality in western Canada. 


For durum, production is forecast to 
rise by 4%, to 93 Mbu, marginally 
above the 5-year average. 


European Union-25 

Although exports increased by 24% in 
2004-2005, aided by an average 
subsidy of US$8 per tonne (/t), carry- 
out stocks, consisting largely of lower 
quality wheat, nearly tripled to a record 
26.0 Mt. As a consequence, EU 


WORLD WHEAT PRODUCTION: 
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UNITED STATES: 
WHEAT PRODUCTION BY CLASS 
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farmer's actual seeded area. 


domestic supplies are forecast to rise 
by 3%. Production is forecast to 
decrease by 8% from 2004-2005 to 
125.5 Mt, the second-highest on 
record, versus the 5-year average of 
121 Mt. Exports are projected to rise 
by 11%, aided by continued use of 
export subsidies. In the first week of 
February, 2005, EU resumed the 
weekly open market export tenders, 
after suspending them for the previous 
18 months due to burdensome stocks 
and the appreciation of the Euro 
against the US dollar. EU domestic 
consumption is also forecast to 
increase due to higher feed use, and 
carry-out stocks are expected to 
decrease but remain burdensome. 


Durum wheat accounts for 8-10% of 
total EU wheat production and about 
98% is from Italy, Spain, France and 
Greece, along the Mediterranean Sea. 
EU production is estimated by IGC to 
decrease by 36% from 2004-2005 to 
7.3 Mt due to a drought in Spain and in 
Italy, as a result of Common 
Agricultural Policy Reform, a reduction 
in seeded area. Imports are projected 
to rise by 44% toa record 2.3 Mt. 
Canadian durum exports to the EU are 
expected to rise significantly from the 
0.3 Mt in 2004-2005. EU carry-out 


The national loan rate under the US Security and Rural Investment Act (FSRIA) for 
wheat for 2005-2006 is US$2.75/bu. There are individual loan rates by class of wheat. 
The target price, which determines the counter-cyclical payment (CCP) is US$3.86/bu 
for wheat and exceeds both the loan rate and expected actual farm price. The target 
price is not county-specific. The CCP is determined by the target price minus the fixed 
payment (US$0.25/bu) minus the higher of the loan rate or the average farm price. The 
CCP is based on 85% of a farmer's base area and yields, and is decoupled from a 


stocks are forecast to fall significantly 
to a well-below normal level. 


Australia 

Australia had one of the driest autumns 
(March-May) on record but precipitation 
during June improved moisture 
conditions at seeding time. Wheat 
production is forecast by the USDA at 
21.5 Mt, unchanged from last year. 
Exports are projected to decrease 
marginally, to 15.5 Mt (July-June), 
close to the 5-year average. Carry-out 
stocks are forecast to remain relatively 
unchanged at 5.9 Mt. 


Australian durum production is forecast 
by the IGC at 0.5 Mt, the same as 
2004-2005. Below average yields are 
expected again this season because of 
continued drought in parts of Australia 
and the relatively late seeding this 
season. Australian durum tends to be 
of good quality due to the hot dry 
growing conditions, and Australia has 
become a major competitor in the 
premium Italian market. Exports are 
forecast by IGC to rise by 25% in 2005- 
2006, to 0.5 Mt. 


Argentina 

For the 2005-2006 wheat planting 
season, Argentina has been dry, 
particularly in the key wheat producing 
province of Buenos Aires, and as a 
result, both area and yields are 
expected to decline from 2004-2005. 
Production and exports are forecast to 
decrease significantly from 2004-2005 
to 13.5 Mt and 8.0 Mt (July-June), 
respectively. 


Argentine durum is mainly grown in the 
southern part of the province of Buenos 
Aires. Area seeded is expected to 
decrease as farmers switch to more 
profitable crops, primarily sunflowers 
and soybeans. Yields are expected to 
increase and production is forecast at 
0.2 Mt, similar to 2004-2005. 


Former Soviet Union 

The FSU recovered from the severe 
winterkill of 2003-2004, with production 
increasing sharply, particularly in 
Russia and Ukraine, in 2004-2005. For 
2005-2006, production is forecast at 

77 Mt, up 6% from last year. Supplies 
are expected to increase by 9%. 


Consumption is forecast to increase to 
the highest level since 1997-1998 due 
to increased feed use. Exports are 
projected to rise by 27%, to 18.5 Mt, 
second only to the record 25.4 Mt 
exported in 2002-2003. Carry-out 
stocks are forecast to increase 
marginally. 


India 

Wheat production in India is supported 
by high internal guaranteed prices, and 
has been steadily increasing due to 
improved yields. Indian wheat tends to 
be of lower quality, and much has been 
exported as feed into Southeast Asia. 
Exports were a record 5.7 Mt in 2003- 
2004. Indian wheat does not compete 
directly with Canadian wheat in any 
market. Consumption has exceeded 
production since 2002-2003. Wheat 
production is forecast to be the same 
as last year at 72.0 Mt, 1 Mt lower than 
projected consumption. India is 
forecast to be a net wheat importer in 
2005-2006, for the first time since 
1999-2000, importing 1.0 Mt, versus 
exports of 0.5 Mt which are the lowest 
in 6 years. Carry-out stocks are 
expected to fall to 3.6 Mt. 


However, the price changes will vary 
by class of wheat, due to different 
supply and disposition factors. 


The supply of US SRW wheat, as 
estimated by the USDA, is expected to 
decrease by about 9% as lower 
production more-than offsets higher 
carry-in stocks. SRW prices on the 
CBoT are expected to average 
US$3.10-3.15/bu versus US$3.18/bu 
for 2004-2005. 


The supply of US HRW wheat is 
estimated to increase by 5% from 
2004-2005 as higher US production 


more-than offsets lower carry-in stocks. 


Production is estimated at 913 Mbu, up 
by 7% 2004-2005. The S/U ratio is 
forecast to rise from 22% in 2004-2005 
to 25% in 2005-2006. The premium for 
HRW over SRW is expected to 
decrease to about US$0.15/bu, versus 
US$0.24/bu in 2004-2005, and the 10- 
year average of US$0.22/bu. The 


average nearby KCBT HRW price is 
forecast to decrease by about 5%, to 
US$3.25-$3.35/bu (June-May). 


The supply of US HRS wheat is 
estimated to decrease marginally as 
lower production more-than offsets 
higher carry-in stocks. US production 
is estimated to fall by 2%, to 516 Mbu. 
Due to increased competition from 
other exporters, including Canada, 
exports are forecast to fall by 13%, to 
270 Mbu. Carry-out stocks are 
projected to increase by 6%, to 

169 Mbu, with the S/U ratio rising to 
33%, from 30% last year. The 
premium over the KCBT is expected to 
return to a normal level of US$0.20/bu, 
from US$0.14/bu in 2004-2005, so that 
the average nearby futures price on the 
Minneapolis Grain Exchange (MGE) is 
forecast to be relatively unchanged 
from 2004-2005, at US$3.55-$3.60/bu. 


5 


However, assuming better quality and 
improved protein content in both the 
US and Canadian HRS crops, 
premiums for top quality high protein 
Dark Northern Spring (DNS) wheat are 
expected to decline, with the cash 
premium for DNS with14% protein 
(DNS 14) at Minneapolis forecast to fall 
by over 30%, to a slightly above-normal 
US$0.70/bu, with the average DNS 14 
cash price being US$4.25-4.30/bu, 7% 
below 2004-2005. 


The supply of US durum wheat is 
estimated to increase by 10% from 
2004-2005 due to higher carry-in 
stocks and production. Production is 
forecast to rise by 3% to 93 Mbu. 


In addition, world durum prices are also 
expected to be pressured by 
burdensome Canadian supplies. The 
US No.3 Hard Amber Durum (HAD) 
export price FOB Gulf is expected to 
decrease from US$193/t in 2004-2005 


CANADA-US WHEAT TRADE DISPUTE 


September 13, 2002 The North Dakota Wheat Commission and US Durum Growers launched a petition asking the US 
government to initiate countervailing duty and anti-dumping investigations against Canadian HRS 
wheat and durum imports. They alleged that the Canadian government unfairly subsidized Canadian 
wheat and that the CWB "dumps" wheat into the US at below market prices. 


March 4, 2003 Tariffs on Canadian imports to the US of 3.94% on HRS wheat and durum were announced pursuant to 
the countervailing duty case. This preliminary determination was a US domestic trade action, carried 
out under US trade law and investigated by the US Department of Commerce (DOC), which also makes 
the final determinations. The US International Trade Commission (ITC) is also investigating whether 
injury had been caused to the US wheat industry. 


May 2, 2003 Based on preliminary findings that Canada was dumping wheat into the US at below market prices, the 
US DOC imposed preliminary anti-dumping duties of 6.12% on HRS wheat and 8.15% on durum, in 
addition to the 3.94% duties imposed by the US in March over subsidy allegations. 


August 29, 2003 The US DOC increased combined tariffs on Canadian HRS wheat and durum exports to the US to 
14.15% and 13.55%, respectively, in its final determination. 


October 3, 2003 The US ITC determined that imports of durum wheat were not injuring US producers but that imports of 
HRS wheat were injuring the US wheat sector. Thus the existing tariffs on HRS wheat remain but were 
removed for durum. 


March 10, 2004 A NAFTA panel ordered the US DOC to reconsider duties on spring wheat imports from Canada. 
Panellists decisively rejected the US DOC’s treatment of the three guarantees as a single program 
under the heading of “financial risk coverage” and required that each guarantee to be separately 
evaluated. The panel reaffirmed the US DOC decision to assess a 0.35% duty resulting from 
government provision of railcars. 


June 7, 2005 A North American Free Trade Agreement (NAFTA) panel said it could find "no substantial evidence" to 
support the injury allegations. The US Panel noted that the US ITC had failed to prove causation 
between imports of Canadian wheat and circumstances in the US wheat industry. The US ITC is 
expected to respond to the Panel on October 5, 2005. 


August 8, 2005 The US DOC lowered the level of countervailing duties on imports of Canadian wheat to 2.54% from 
5.29% in response to an order by a NAFTA panel. An 11.4% combined tariff still remains on HRS 
wheat. 


CANADIAN WHEAT BOARD: 
WHEAT AND DURUM POOL RETURNS 
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No. 1 Canada Westem Red Spring 11.5% 
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Pool Returns are in-store Vancouver or St. Lawrence 
* CWB July PRO; ** CWB August PRO 
Source: CWB 


to US$175/t in 2005-2006 (June- May). 


Canada 

In most quality-conscious markets, the 
Canadian Wheat Board (CWB) 
normally receives a price for wheat and 
durum that is competitive with US 
prices for wheat of similar quality. The 
prices obtained by the CWB are 
therefore, to a large degree, impacted 
by US crop conditions, domestic 
consumption and exports. 


CWB returns are expected to be similar 
to 2004-2005 for lower quality spring 
wheat (low protein No.2 CWRS, 

No.3 CWRS and CPS), due to the 
expected flat MGE HRS futures 
market. However, projected declining 
premiums for DNS 14 will result in 
lower returns for higher protein Nos. 1 
and 2 CWRS wheat. Canadian durum 
prices are forecast to decline, in line 
with lower world and US prices. 


Grain is traded on world markets in US 
dollars, and a stronger Canadian dollar 
reduces returns in Canadian dollar 
terms. For 2005-2006, the dollar is 
forecast to be only marginally stronger 
at about US$0.81, versus US$0.795 for 
2004-2005, so that the dollar will not 
have a major impact on the year-over- 
year change in returns. 


The CWB initial payments for 2005- 
2006 are significantly lower than those 
set at the beginning of the 2004-2005 
crop year, particularly for non-durum 


2001-2002 2002-2003 2003-2004 2004-2005* 2005-2006** 
crop year (August-July) 


wheat. The reason for the 
disproportionate decline in initial 
payments for non-durum wheat, 
compared to the pool return outlook 
(PRO), is that the PRO was much 
stronger at the beginning of the 2004- 
2005 crop year. For example, the 
PRO for No.1 CWRS 12.5 in July 2004 
was $214/t, $20/t higher than currently 
projected and $24/t above the current 
outlook for 2005-2006. 


The July 2004 PRO turned out to be 
overly optimistic mainly due to the 
larger than expected 2004-2005 world 
wheat crop and resultant higher than 
projected carry-out stocks. The 
stronger than expected Canadian 
dollar also eroded CWB pool returns 
in 2004-2005. August 1, 2004 the 
dollar was worth US$0.76, and was 
expected to remain near that level for 
the crop year, while it actually 
averaged about US$0.80. Similarly, 
the current 2005-2006 PRO could be 
raised or lowered later in the year, as 
more complete information on supply 
and disposition factors and actual 
market prices becomes available. 


Once the CWB has made significant 
sales at prices above the original 
initial payment level, the sales 
revenue offsets part of the federal 
government guarantee and the initial 
payments may be adjusted upwards. 
The safety factor applies only to the 
unsold portion of the pool account. 
These adjustments will occur earlier in 


the crop year if the price outlook 
strengthens, but will in most cases be 
made eventually as long as the price 
outlook does not decline significantly. 
For 2004-2005, the initial payment for 
No.1 CWRS 12.5 was adjusted to 
$177.10/t by the end of the crop year, 
$27.10/t higher than at the beginning, 
despite the declining price outlook 
throughout the year. 


For more information, contact: 


Glenn Lennox, 
Wheat Analyst 
Phone: (204) 983-8465 
E-mail: lennoxg@agr.gc.ca 


or 


Bobby Morgan, 
Market Analyst 
Phone: (204) 984-0680 
E-mail: morganb@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES May 30, 2005 


PRAIRIE GRAINS 
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277.18 255.66 261.47 448.42 
Stephenville, NL Track / Truck via Sydne 325.81 304.29 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES June 13, 2005 
PRAIRIE GRAINS 
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rom: Chatham, ON 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 
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Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


CANADA: GRAINS AND OILSEEDS OUTLOOK 


Agriculture and Agri-Food Canada (AAFC) forecasts that total ie aa of grains and oilseeds in Canada will 


decline by 5% from 2004-05, to 61 million tonnes (Mt) in 2005-0 


May 31, 2005 


based on Statistics Canada’s (STC) survey of 


seeding intentions. The decline is due to reduced seeded area and expectations of lower yields compared to the 
above-normal levels achieved for most crops in 2004. Normal abandonment, trend yields and normal crop quality 
have been assumed for both western and eastern Canada. In western Canada, seeding progress has been near- 
normal, and is largely complete except for south-eastern Manitoba where conditions have been excessively wet. 
Soil moisture reserves are generally good in western Canada. 


The STC survey of March 31 stocks supports expectations that total carry-out stocks of grains and oilseeds for 
2004-05 will be up significantly from the previous year. AAFC’s 2004-05 carry-out stock forecast has been raised 
by 5% from last month, largely due to reduced forecasts for exports of wheat, barley and canola. Total exports of 
grains and oilseeds are forecast to increase by 12% in 2005-06 due to increased supply and better quality. 
Canadian prices for all grains and oilseeds will remain pressured by lower world prices and the relatively strong 
Canadian dollar. Factors to watch are: Chinese import demand, growing conditions in the major grain trading 
regions, EU grain export subsidy levels, the US winter wheat condition, ocean freight rates and the Canada/US 


exchange rate. 


WHEAT (ex-durum) 

For 2005-06, total supply is expected 
to decline by 4%, with increased 
carry-in stocks largely offsetting 
lower production. Carry-in stocks 
are expected to rise by 28%, largely 
consisting of low quality wheat. 
Exports are forecast to increase by 
1.0 Mt due to the increased supply of 
high quality wheat. Wheat feeding is 
expected to decrease but remain 
historically high due to the large 
carry-in stocks of feed wheat. Carry- 
out stocks are expected to fall by 
about 18%. The CWB Pool Return 
Outlook (PRO) for high quality 
wheat is lower than for 2004-05, due 
to expected higher supply, with 
returns for lower quality wheat 
expected to be relatively unchanged. 


DURUM 
Total supply is forecast to rise by 
more than 10%, Hespils a decline in 
production, due to sharply higher 
carry-in stocks. The increased stocks 
are due to the reduced supply of top- 
qual durum and weak export 
emand as a result of large crops in 
North Africa and the EU in 2004-05. 
Exports are expected to increase by 
11% due to a higher supply of good 
quality durum and reduced EU 
production. Carry-out stocks are 
projected to increase further to a 
record 3.1 Mt. The CWB PRO for 
2005-06 is down, largely due to the 
increased supply in North America. 


BARLEY 

Total supply is projected to increase 
by 3%, due to higher carry-in stocks 
resulting from the large production of 
low-quality barley in 2004-05. 
Exports are expected to increase by 
more than 30% as the supply of 
malting quality barley increases. 


Carry-out stocks are expected to 
remain high historically and the off- 
Board feed barley price is forecast to 
be similar to 2004-05. Malting barley 
prices will be pressured by higher 
world production, with the CWB PRO 
for Special Select 2-row malting barley 
down by $6/t from 2004-05 at $174/t. 


OATS 

Total supply is expected to rise by 22% 
due to a combination of increased 
carry-in stocks and production. Carry- 
in stocks are forecast to be higher due 
to reduced exports in 2004-05 related 
to the poor quality of the crop. Exports 
are forecast to rise by 0.3 Mt due to 
larger supplies and improved crop 
quality. Carry-out stocks are expected 
to reach the highest level since 
1978-79. Oat prices are forecast to 
decline, with a smaller premium for 
milling oats. 


CORN 

Domestic supply is expected to decline 
by 4% due to lower production and 
carry-in stocks. This is expected to be 
partly offset by a 9% increase in 
imports, following lower corn 
production in eastern Canada and lower 
feed wheat and barley production in 
western Canada. Food and industrial 
use is forecast to rise marginally due to 
increased ethanol production. Prices 
are expected to remain pressured by 
low US prices and the strong Canadian 
dollar. 


CANOLA 

Total supply is forecast to rise slightly, 
despite lower production, due to a 

sharp increase in carry-in stocks, which 
are ferecant at 1.7 Mt, the 2" highest 
on record. Domestic crush and exports 
for 2004-05 remain eral by 
sharply higher world oilseed supply. In 


2005-06, domestic crush is forecast to 
remain stable while exports increase. 
Carry-out stocks are projected to fall but 
remain burdensome. Prices are projected 
to decline marginally due to lower world 
soybean and soyoil prices. 


FLAXSEED (excluding solin) 

Total supply is expected to nearly 
double, reaching the highest level since 
1999-00, due to sharply higher 
production. The increased production 
will be moderated by the tight carry-in 
stocks, as exports to the EU in 2004-05 
remain strong despite sharply higher 
prices. Exports and total domestic use 
are forecast to rise in 2005-06. Carry-out 
stocks are forecast to more than double 
to near-record levels, pressuring prices 
to historically more normal levels. 


SOYBEANS 

Domestic supply is forecast to reach a 
record 3.5 Mt, Gee a marginal decline 
in production, due to record carry-in 
stocks resulting from high imports and 
the slower crush pace in 2004-05. This 
is forecast to be partly offset by reduced 
imports in 2005-06. Exports are forecast 
to remain stable, while domestic crush 
increases to a normal level. Carry-out 
stocks are expected to remain 
burdensome. The price of soybeans is 
forecast to fall due to lower US and 
South American soybean prices. 


FURTHER INFORMATION: 

Wheat ....Bobby Morgan...(204) 984-0680 
B=M AILS sac seerecscsseseastse morganb@agr.gc.ca 

Coarse Grains...Joe Wang ......... 983-8461 
Beatihhil vvassarsosecoasvercass wangjz@agr.gc.ca 

Oilseeds....Chris Beckman........... 984-4929 
Fai eee vsxcvnsassorenvnss beckmac@agr.gc.ca 

Fred Oleson, Chief ..............csecees 983-0807 
BeaTN AL Secs caneensaressscsees olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam 


CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION May 31, 2005 


Grain and Area Imports Total Exports Food and Feed, Total Dom- Carry-out Average 

Crop Seeded Harvested Yield Production  (b) Supply (co Ind. Use (e) & Dockage estic Use (d) Stocks Price (f) 
(a) wwseennee= 000 ha------ tha ------------------------ thousand metric tonnes- - - - - ------------------- $/t 

ee eS SE Ee See eee 

Durum 

2003-2004 2,483 2,459 1.74 4,280 l 5,900 3,427 wep: 220 684 1,788 224.21 

2004-2005f 2,230 DAL 23 e 4,962 1 6,751 3,100 a8) 476 951 2,700 202 * 

2005-2006f 2,354 25000208 4,790 1 7,441 3,500 260 431 891 3,100 194 * 

Wheat Except Durum 

2003-2004 8,179 8,009 = 2.41 19,272 16 23,399 12,300 92.7 iS ey B5222 6,804 4,292 206.03 

2004-2005f 8,170 D2 ee 20,898 10 25,200 11,500 2,770 4,700 8,200 5,500 186 * 

2005-2006f 7,860 T5995 24] 18,750 10 24,260 12,500 2,800 3,640 7,260 4,500 182 * 

ALL WHEAT 

2003-2004 10662501046 Ia a 2:25 Bn eP 17 29,295 L727 CMP 3,442 7,488 6,080 

2004-2005f — 10,399 9,862 2.62 25,860 i S1,952 14,600 3,025 5,176 9152 8,200 

2005-2006f = 10,213 9,895 2.38 23,540 11 Sia 16,000 3,060 4,071 8,151 7,600 

ne EE 

Barley 

2003-2004 5,046 4,446 2.77 12,328 36 13,838 2,445 298 8,579 9,291 2,102 135.80 

2004-2005f 4,678 4,050 3.26 13,186 100 15,388 1,900 300 9°953 10,288 3,200 100-120 

2005-2006f 4,700 AZ 1a 00 12,660 30 15,890 2,500 380 9,505 10,290 3,100 100-120 

Corn 

2003-2004 1,265 2265 oe 9,587 2,108 12,805 346 2,415 8,890 PeSi7 1,143 137.18 

2004-2005f 1,185 1,072 8.24 8,836 2,200 12,178 150 2,650 8,363 11,028 1,000 90-110 

2005-2006f 1,144 11207) 7.66 8,580 2,400 11,980 150 2,700 8,315 11,030 800 90-110 

Oats 

2003-2004 2,272 ewer ear 3,691 19 4,234 | aed) 140 1,581 1,888 788 136.65 

2004-2005f 1,995 |G Syiley P34) 3,683 25 4,496 1,500 130 1,574 1,896 1,100 120-140 

2005-2006f 2,292 eile OD 4,360 15 5,475 1,800 170 1,910 DiS 1,400 105-125 

Rye 

3003-2004 246 jE ie 4 327 0 357 171 47 60 125 60 104.44 

2004-2005f 284 Koei P88) 418 1 479 230 48 109 174 ip 65-85 

2005-2006f 228 145 2.14 310 l 386 150 48 101 166 70 65-85 

Mixed Grains 

2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 233 111 2.87 318 0 318 0 0 318 318 0 

2005-2006f 249 145, 2.83 410 0 410 0 0 410 410 0 

TOTAL COARSE GRAINS 

2003-2004 9,070 529) 3.50 26:317 2,162 31,618 4,519 2,899 19,495 23,006 4,093 

2004-2005f 8,374 6,713 3.94 26,441 2,326 32,860 3,780 3,128 19,918 23,705 epee) 

2005-2006f 8,612 (eer We Sieh! 26,320 2,446 34,141 4,600 3,298 20,241 24,171 5,370 

Se ee ee ee ee 

Canola 

2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390! 113 3,545 609 387.04 

2004-2005f 5319 4,938 137 1128) 9150 8,487 3,200 3,100! 417 3,652 25 285-325 

2005-2006f 4,886 4,767 1.41 6,725 200 8,650 3,400 3,100’ 22) 3,700 1,550 280-320 

Flaxseed 

2003-2004 745 128, e104 754 22 903 609 n/a n/a 202 93 382.13 

2004-2005f 728 528 = 0.98 Sly. 35 645 425 n/a n/a 140 80 475-525 

2005-2006f 868 846 =: 1.21 1,025 20 15125 700 n/a n/a 245 180 320-360 

Soybeans 

2003-2004 1,051 4 Jeane 2. Li, 22268 D587 3,000 914 1,500! 319 1,947 140 395.04 

2004-2005f 15229 17S Plo 3,048 400 3,588 1,000 1,450! 488 2,063 S20 225-265 

2005-2006f 22 oA MI 2.47 2.990) 250 3,765 1,000na 13750, 505 2,365 400 200-240 

TOTAL OILSEEDS 

2003-2004 6,531 6,464 1.52 9,794 850 11,813 ei) n/a n/a 5,693 841 

2004-2005f 1,274 6,643 120 1152937 385 12719 4,625 n/a n/a 5,765 2,330 

2005-2006f 6,979 6,823 [7 10,740 470 13,540 5,100 n/a n/a 6,310 2,130 

TOTAL GRAINS AND OILSEEDS 

2003-2004 26,263 24,461 2.44 59,663 3,029 Pes 24, 22,523 n/a n/a 36,187 11,014 

2004-2005f 26,050 23,219 2.74 63.595. 62927 To 23,005 n/a n/a 38,621 15,905 

2005-2006f 25,805 24,053 2.52 60,600 2,927 79,432 25,700 n/a n/a 38,632 15,100 


3} August - July crop year except corn and soybeans which are September - August. 
Excludes imports of products. 
c.) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 
d) Total = F&I + FWD + Seed Use Fo. 
e) Industrial use excludes flaxseed due to data confidentiality. ; 
Crop year average prices: No.1 CWRS 11,5% protein and No.1 CWAD 11.5% (CWB final frase I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S einpndcey Corn (No.2 CE, cash, I/S Chatham), Oats ae No. 2 Heavy, CBoT nearby futures); 
Bye 0.2 Canada. Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 
Flaxseed (No. | CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - May 26, 2005 , Pat 

” Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - May 31, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 6%, from 2004-05, as increases for 
lentils, dry beans, sunflower seed and chickpeas are more than offset by decreases for dry peas, mustard seed and canary seed. 
Statistics Canada’s (STC) seeding intentions survey, conducted during March 14-31 and released on April 21, provided estimates 
for most pulse and special crops by province, but in some cases the area seeded has been forecast by AAFC. The actual seeded 
areas may differ from the intentions due to changes in the market outlook and expected prices, producer reaction to the STC 
seeding intentions report and soil moisture conditions at the time of seeding. Overall, seeding progress has been at a normal rate 
and is mostly complete except for dry beans, sunflower seed and buckwheat. These crops are normally seeded later, but in 
eastern Manitoba there were additional delays caused by wet weather. It is assumed that precipitation will be normal for the 
growing and harvest periods. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are 
generally normal, although there are dry areas in southern Alberta. It has been assumed that the abandonment rate and average 


quality will be normal. 


May 31, 2005 


Total production in Canada is forecast to decrease by 12%, from 2004-05, to 4.63 million tonnes (Mt). Total supply is expected to 
increase marginally to 5.81 Mt as higher carry-in stocks more than offset the decrease in production. Exports are forecast to 
increase moderately due to stronger demand, while domestic use is expected to be similar to 2004-05 because higher average 
quality reduces dockage and non-traditional use. Carry-out stocks are expected to decrease. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas, mustard seed and canary seed, decrease for lentils, dry beans and 
sunflower seed, and be the same for dry peas and buckwheat. However, prices are expected to be sensitive to any production 
problems. The main factor to watch will be precipitation during the summer and fall in Canada. Other factors to watch are the 
exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing conditions in 
major producing regions, especially United States, European Union, Turkey, India and Australia. 


DRY PEAS 

For 2005-06, production and supply are 
forecast to decrease due to a 2% fall in 
seeded area and lower trend yields. 
Production is expected to decrease for 
yellow, green and other types. World 
supply is expected to decrease marginally to 
12.7 Mt and use is forecast to increase 
slightly, resulting in lower carry-out stocks. 
Canadian exports are expected to remain 
stable, but domestic use is forecast to 
increase due to stronger demand in the feed 
sector. Carry-out stocks are forecast to 
decrease, with a s/u of 13%. The average 
price, over all types, grades and markets, is 
forecast to be the same as in 2004-05, in line 
with the relatively stable world supply. 


LENTILS 

For 2005-06, production is forecast to 
decrease, as a 4% rise in seeded area is more 
than offset by lower trend yields. 
Production is forecast to decrease for large, 
medium and small green types, but increase 
for the red type. Supply is expected to 
increase as higher carry-in stocks more than 
offset the fall in production. World supply 
is forecast to increase by 6% to 4.1 Mt due 
to higher carry-in stocks. Although world 
use is expected to increase, carry-out stocks 
are forecast to rise. Although Canadian 
exports are expected to increase due to 
higher demand, carry-out stocks are forecast 
to rise, with a s/u of 31%. The average 
price, over all types and grades, is forecast 
to decrease slightly from 2004-05, as 
pressure from higher world supply is mostly 
offset by higher average quality. 


DRY BEANS 

For 2005-06, production and supply are 
forecast to increase, due to an 18% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for all classes, including white pea, 


pinto, black, dark and light red kidney, 
cranberry, Great Northern, small red and 
pink. In the US, production is forecast to 
increase by 37% to 1.07 Mt, while supply 
increases by only 10% to 1.15 Mt due to 
lower carry-in stocks. Canadian exports are 
forecast to increase due to higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 5%. The average price, over 
all classes and grades, is forecast to decrease 
due to the higher supply. 


CHICKPEAS 

For 2005-06, production is forecast to 
increase, as a 15% higher seeded area and 
lower abandonment more than offset lower 
trend yields. Production is expected to 
increase mainly for the large kabuli type, 
with only minor increases for the small 
kabuli and desi types. Supply is forecast to 
decrease due to lower carry-in stocks. 
World supply is expected to decrease 
marginally to 8.8 Mt. Canadian exports are 
forecast to remain stable, while carry-out 
stocks remain at a low level. The average 
price, over all types, grades and sizes, is 
forecast to increase due to higher average 


quality. 


MUSTARD SEED 

For 2005-06, production and supply are 
forecast to decrease because of a 26% fall in 
seeded area and lower trend yields. 
Production is expected to decrease for all 
types, yellow, brown and oriental. Exports 
are forecast to rise due to higher demand and 
carry-out stocks are forecast to decrease, 
with a s/u ratio of 62%. The average price, 
over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2005-06, production is forecast to 
decrease due to a 50% fall in seeded area. 
World supply is forecast to decrease by 14% 


to 350,000 t. Canadian exports are expected 
to increase due to higher demand and carry- 
out stocks are forecast to decrease, with a 
s/u ratio of 45%. The average price is 
forecast to increase slightly because of the 
lower supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
forecast to increase due to a 36% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for both types, confectionery and 
oilseed. US supply is forecast to increase by 
48% to 1.62 Mt. World supply is expected 
to increase slightly to 27.9 Mt. Canadian 
exports and domestic use are forecast to 
increase because of the higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 12%. The average price, over 
both types and all grades, is forecast to 
decrease because of the higher supply in US 
and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production and 
supply are forecast to increase, with a stable 
seeded area, lower abandonment and higher 
trend yields. Exports are forecast to increase 
and carry-out stocks are expected to be very 
low. The average price is forecast to be the 
same as in 2004-05, as support from lower 
world supply is offset by higher Canadian 


supply. 


FURTHER INFORMATION: 

Stan Skrypetz ..............s0008 (204) 983-8972 
Bam all Rioncscosecesssesvos skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
BiB ilies ccosecoasnaneccacaceses olesonf@agr.ge.ca 


www.aer.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION May 31, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha  ------------------------ thousand metric tonnes - - ----------------- Sit 

Dry Peas 
2001-2002 1,344 1,285 TOT 2,023 27 2,245 1,381 589 VA he) 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 V2ei 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005f 1,388 1,345 2.48 3,000 20 3,005 1,900 1,063 600 120-140 
2005-2006f 1362 1,330 2.10 2,790 20 3,410 1,900 1,110 400 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 ve 1,006 530 326 150 300-320 
2005-2006f 810 785 1.16 910 5 1,065 560 250 255 290-320 
Dry Beans 
2001-2002 184 WAS) 1.70 298 42 390 263 97 30 Thea) 
2002-2003 230 219 1.89 414 40 484 297 Ate, 70 445 
2003-2004 167 167 PAG) 356 31 457 344 83 30 495 
2004-2005f 163 126 lees 220 30 280 210 65 5 650-670 
2005-2006f 193 189 1.85 350 30 385 290 us 20 520-550 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005f 47 39 1:31 51 3 76 Sis) 36 5 370-390 
2005-2006f 54 52 Unt) 60 5 70 35 30 5 400-430 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 vt n/a 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005f 317 304 1.00 305 2 399 135 79 185 290-310 
2005-2006f 233 226 0.80 180 Z 367 150 LE 140 310-340 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 PE 0.78 176 0 206 164 22 20 575 
2003-2004 251 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 175 37 35 220-240 
2005-2006f 179 174 0.95 165 0 320 180 40 100 225-255 
Sunflower Seed 
2001-2002 ihe 67 oo 104 29 179 92 65 22 SB) 
2002-2003 100 95 1.65 ikoY/ 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 480-500 
2005-2006f 119 112 1.47 165 15 185 90 *h) 20 370-400 
Buckwheat 
2001-2002 16 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 12 1.00 12 1 16 6 v S 340 
2003-2004 9 9 1544 10 1 14 5 Z 2 355 
2004-2005f 9 v4 0.71 5 1 8 3 3 0 345-365 
2005-2006f 9 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c.) 
2001-2002 wal 2,993 1223 3,681 120 4,553 2611 eae 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 13230 613 
2003-2004 2,797 2,032 (pels. 3,680 81 4,374 2,494 1,401 479 
2004-2005f Sysco 2,948 1.78 5,234 90 5,803 3,028 1,670 (8S) 
2005-2006f 2,959 2,877 1.61 4,629 78 5,812 3,209 1,663 940 
(a) August-July crop year. 


(b) Excludes products. 

(c.) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, May 31, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 


Agriculture and 
Agri-Food Canada 


iv 


Agriculture et 
Agroalimentaire Canada 


Bi-weekly Bulletin 


June 10,2008 Volume 18 Number 11 


VEGETABLE OILS: Competition in a Changing Market 


Over the past decade the world market for vegetable oil (veg-oil) has expanded sharply. This expansion was largely driven by 
the increased production of palm oil in Malaysia and Indonesia, higher soyoil production in Brazil, Argentina and China and 
the rise in veg-oil consumption in China and India. World trade also grew sharply since 1994-95 as international trade rules 
were liberalized and industry invested heavily in the sector. Over the medium term, the world veg-oil sector is projected to 
continue expanding, although, at a slower pace. This issue of the Bi-Weekly Bulletin highlights issues affecting the soyoil, 
palm oil, canola/rapeoil and sunflowerseed oil sectors and discusses some factors that will influence the continued growth of 


the world veg-oil market. 


The world market for veg-oil has expanded 
sharply. Production of the seven major 
edible oils (Soyoil, palm oil, canola/rape oil, 
sunflowerseed oil, cottonseed oil, peanut oil, 
coconut oil, olive oil and palm kernel oil) 
has increased by over one half since 1994- 
95 to about 107 million tonnes (Mt) forecast 
for 2004-05. 


Over the past ten years, the world veg-oil 
market has become slightly more 
concentrated. In 1994-95, production by 
commodity was: soyoil 30%, palm oil 22%, 
canola/rape oil, 15% and sunflowerseed oil 
12%, with the remaining oils accounting for 
21% of the market. By 2004-05, the four 
major veg-oils accounted for 82% of the 
market. Palm oil has expanded its market 
share by one-third, largely at the expense of 
sunflowerseed oil which declined by one- 
third. Soyoil and canola oil market share 
remained constant while the remaining oils 
accounted for 18% of the total world veg-oil 
output. 


Expansion shifting to emerging economy 
countries 

The growth in the world veg-oil market has 
occurred at the same time as production 
was shifting from the northern hemisphere 
to the southern hemisphere and the 
expansion in consumption was shifting from 
North America and Europe to Asia. In 1994- 
95, world production of vegetable oils was 
dominated by North America and the 
European Union (EU) which, between them, 
accounted for about 30% of the total world 
production. By 2004-05, the output from 
these two regions is expected to make up 
only 23% of the world’s veg-oil output. 


Since 1994-95, the production of veg-oils 
in the US and the EU ranged from 14 Mt-15 
Mt per year, each. By contrast, in China the 
production of edible oils nearly doubled as it 
surpassed the US to become the world’s 
largest veg-oil producing country (although 
in part this may reflect an improvement in 


collecting production data as processors 
increased scale and size). Similarly, in 
Brazil and Argentina, soyoil production 
increased by one-half and nearly doubled, 
respectively. In Malaysia, palm oil 
production rose by two-thirds as the major 
investment in replanting plantations began 
to pay off. In Indonesia, palm oil output rose 
by two and one half times. 


During the same period, consumption of 
veg-oils increased sharply in several 
emerging economy countries in response to 
a rise in population growth and disposable 
incomes. While veg-oil usage also rose 
significantly among the developed countries, 
the net effect was a geographical re- 
distribution of the veg-oil consumption. 


Since 1994-95, consumers in both the US 
and the EU-15 increased their veg-oil 
consumption by about one-quarter, while 
Chinese disappearance nearly doubled. 
India has emerged as the worlds’ fourth 
largest consumer of veg-oils with usage 


rising by more than one-half over the past 
decade. While, smaller in size, 
consumption in countries such as Pakistan, 
Malaysia, Indonesia and Mexico has also 
increased sharply 


Growth based on a number of factors 
The growth in the world veg-oil market has 
been impacted by numerous changes in 
national economic, agricultural and trade 
policies, economic and financial crises and 
currency fluctuations. The cumulative 
impact of these changes was to remove a 
number of restrictions to allow crushers to 
respond to increased consumer demand by 
the increasing production and trade of veg- 
oils among a number of countries. 


Loosely speaking, the growth of the 
vegetable oil industry began in the early to 
mid-1970s when a series of events, such as 
the failure of the Peruvian anchovy catch, 
inflation in agricultural commodity prices, 
improved processing technology and rising 
North American and European incomes 
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countries was facilitated 
by the availability of 
outside credit at the same 
time domestic credit was 
tight. In South America it 
has been estimated that 
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expanding, the demand 
for veg-oils was increasing 
in China. Although China 
is the worlds’ third largest 
oilseed producer, 


raised the demand for vegetable oils. This 
growth was further supported during the 
1970s when the US boycott on soybean 
sales to the former Soviet Union had the 
unintended result of expanding soybean 
production in South America. 


Since 1994-95, veg-oil production 
increased sharply when, as the result of a 
series of policy changes and currency 
fluctuations, the processing industry 
responded to growing demand by 
expanding processing facilities in emerging 
economy countries. The sudden devaluation 
of the Malaysian Ringett, Brazilian Real and 
Argentine Peso, made the production of 
palm oil, soybeans and soyoil more 
attractive in the respective countries. The 
expansion in veg-oil production in these 


1998-99 


Agreement 


2003-04 EU expansion 


laysia began replanting rubber plantatio 
Peruvian anchovy catch failed 

World grain and oilseed prices rose sharply 

US embargoed soybean exports -- soybean planting began in Brazil 


Soyoil production expanded in US 

Soybean production expanded in South America 
1994 Brazil implemented Real Plan, including removal from market 
PSOE assoc” os ate sa cece 


1995-96 Brazil reformed agricultural policy/removed export tax on soybeans 
Argentina taxed soybean exports but offered rebates on soyoil and 
soymeal 
US FAIR Act removed program restrictions on soybeans, introduced 


marketing loan rates and loan deficiency payments for oilseed crops 


1997-98 Asian financial crisis’ and devaluation of the Malaysian Ringget 
Devaluation of the Brazilian Real 


China enforced regulations governing veg-oil imports 
Agenda 2000, hectare limits established under Blair House 
gradually being phased out 


2000-01 BSE EU ban on animal meal 
China entered World Trade Organization 
Devaluation of the Argentine Peso 


EU decoupled grain and oilseed production from payment 
Devaluation of the US Dollar 

EU biofuel directive/EU energy taxation directive 
Trans-fat issues/Avian Bird Flu 
Source: AAFC, based on a Survey of Documents 


domestic production of veg-oils fell short of 
domestic demand and China had to depend 
heavily on imports to make up the shortfall. 
With China being largely self-sufficient in 
soybean meal, the government imposed a 
13 % value added tax (VAT) on meal 
imports. This is supporting the domestic 
production of soyoil. Given the relatively low 
oil content in soybeans, China then 
increased imports of soyoil to satisfy the 
unfulfilled domestic demand, to the point 
where the country accounts for 30% of the 
world trade in veg-oil. Per-capita 
consumption of veg-oils is only 15 kg 
compared to 34.7 kg in the US and 20 kg in 
Mexico. This suggests that there is ample 
room for growth in the Chinese market and 
that the country will remain a major importer 
of veg-oils for the foreseeable future. 


nto palm oil 


By 


The spurt in world trade was supported, in 
part over the past decade, by the strength of 
the US dollar against most major currencies. 
This gave emerging economy countries a 
competitive advantage by artificially 
reducing prices compared to US soybeans 
and soyoil. Following the 18% devaluation 
of the US dollar against the European Euro 
since January 2003, along with other major 
currencies, although it remains pegged to 
the Chinese remenbi, this form of support 
for veg-oil production and exports to 
emerging economy countries has been 
reduced. 


Soyoil: Value and versatility supports 
growth. 

Over the past decade, the production of 
soyoil has increased by 60%. Although the 
US remains the largest producer of soyoil, 
output increased by only 20% since 1994- 
95, despite a 25% increase in the supply of 
raw soybeans during that period. Similarly, 
the production of soyoil remained stagnant 
in the EU-25 at around 2.5 Mt, annually. The 
major growth in soyoil production occurred 
in China, Brazil and Argentina which 
increased the official soyoil output by 450%, 
50% and by over 300%, to 5.2 Mt, 5.7 Mt 
and 4.7 Mt, respectively. 


The growth in soyoil consumption was led 
by the tripling of Chinese soyoil 
disappearance to 7.5 Mt annually for 2004- 
05. The US remains the worlds’ largest 
consumer of soyoil using slightly under 8 Mt 
annually. Brazil, India and the EU-25 
consume about 3 Mt, 2.5 Mt and 2 Mt, 
respectively. The remainder of the soyoil is 
consumed among a widely dispersed 
number of countries. 


Largely due to the expansion of soyoil 
production in South America and the growth 
in Chinese demand, trade in soyoil 
increased by 60% over the past ten years. 
The growth in trade was facilitated by 
changes in Chinese import regulations, low 
ocean freight rates and by the 72,000 
tonnes per day expansion in oilseed 
crushing capacity in Brazil and Argentina. 


The expansion of the world soyoil sector is 
forecast to continue but at a slower pace. 
The production and consumption of soyoil is 
forecast to rise by about 8% over the 
medium term. The rate of growth will be 
affected by how fast the Brazilian soybean 
sector expands with another 90 million 
hectares reportedly available for seeding, 
expansion will be limited by economic and 
infrastructure constraints. Recent events 
suggest that the rate of expansion will 
decrease for 2005-06 because of low 
market prices for soybeans in combination 
with higher input costs. 


A recent cost of production analysis for 
soybeans indicates that Argentina and 
Canada have a cost advantage in growing 
and delivering soybeans into the EU. While 
Brazilian producers have low land costs, 


the cost of fertilizer is increasing and they are still constrained by 
high transport costs in getting the soybeans to port. US soybean 
producers have the highest production cost per tonne because of 
the high price of land. 


Palm Oil: Driving Growth Through Low Prices 

Since 1994-95, world production of palm oil has expanded 
sharply, to the point where it slightly trails, and is expected to 
surpass the output of soyoil. Production is highly concentrated in 
Malaysia and Indonesia. In Malaysia, palm oil production has 
nearly doubled over the past ten years because of the large scale 
increase in harvested area. With suitable area for further 
expansion becoming scarce, the expansion in palm oil production 
has shifted to Indonesia which has almost tripled its output over 
the past ten years. The growth in the palm tree area has been 
driven by the low operating costs compared to competing veg-oils. 
Investing in palm trees is capital intensive with a five year lag 
before production begins, but subsequent costs largely involve the 
cost of harvesting and on-going fertility. 


The consumption of palm oil has increased sharply since 1994- 
95. The major consuming countries; India, the EU-25, China, 
Indonesia, Malaysia and Pakistan account for about 60% of 
disappearance with the remainder widely dispersed among 
numerous countries. As the major user, India consumes 13% of 
the world’s palm oil while China uses 11%. Consumption is 
concentrated in the Asian countries, with the exception of the EU 
which is increasing imports to offset the shortage of rape-oil in 
response to shortages caused by increased bio-fuel consumption. 


In response to the concentrated production of palm oil and its 
diversified usage, about two-thirds of production is exported with 
palm oil accounting for over one-half of the world trade in veg-oils. 
Estimates derived by industry analysts suggest that the 
international palm oil prices trade at up to a US$120/t discount to 
soyoil due to differential tariffs in India, of 66% for soyoil and 45% 
for palm oil. Despite importing only 18% of the world’s palm oil and 
11% of the world’s soyoil, the widely quoted analysis states that 
this differential in tariffs is sufficient to pressure world palm oil 
prices. 


The expansion in world palm oil production is forecast to continue 
at a slower pace over the medium term as planting of new trees is 
slowed by low veg-oil prices. Output is forecast to rise by 10% by 
2014-15. 


A Roundtable on Sustainable Palm Oil Production was recently 
announced as a joint EU-Malaysian environment preservation 
initiative to support the production of palm oil in ecologically 
sensitive regions. Some of the projects approved under the 
Roundtable were: (1) to construct a functional Identity Preserved 
system for sustainable Palm Oil usage in European margarine, 
(2) building Palm Oil Supply Chains and (3) to fund a project to 
reduce tiger attacks on livestock and humans. In addition, 
Malaysia recently announced success in cloning palm oil trees, 
which could increase yields by up to 30% and in the production of 
Red Palm Oil, which is low in saturated fat and does not require 
hydrogenation. 


Canola/rape oil: Premium-priced and focused on health and 
biofuel 

Since 1994-95, world production of canola/rape oil has increased 
by about 50% on steady growth. The largest increase occurred in 
China where output rose by 80% to about 4.5 Mt expected for 
2004-05. Smaller increases occurred in the EU-25 and Canada 
where production increased by about 25% respectively. Production 
of canola/rapeoil in India and Japan remained stable or decreased 


slightly. 
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China had the largest increase in 
canola/rapeoil usage and for 2004-05 is 
expected to consume 4.8 Mt of canola oil. 
In the EU-25, the consumption of 
canola/rapeoil is also expected to reach 4.8 
Mt for 2004-05, with most of the rise due to 
its increased use in biofuels. World trade in 
canola/rapeoil declined by about one-third 
largely due to decreased EU exports. World 
production of canola/rapeoils is projected to 
increase marginally over the medium term. 


Over the past decade, canola/rapeoil had 
positioned itself as a healthy veg-oil, low in 
saturated fats, and good for human health. 
During the early to mid 2000s, consumer 
concerns over trans-fatty acids, generated 
when the canola/rapeoil is hydrogenated, 
challenged the canola/rapeoils healthy 
image. During the same time frame, biofuel 
production began to expand rapidly in the 
EU-25 as the Union sought to reduce its 
dependence on fossil fuels and to find a 


market for oilseeds grown on set-aside land. 


Since 2000, the production of biodeisel 
quadrupled in the EU and is estimated to 
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account for 32% of EU-25 rapeoil 
consumption. In Canada, biofuel production 
remains at a standstill, with large scale 
government support required to build a 
biodiesel plant in western Canada. 


Sunflowerseed oil: pressured by high 
costs 

Similar to canola/rapeseed, sunflowerseed 
contains 50% oil and tends to be crushed 
close to its growing area. Prices are 
determined by the world vegetable oil 
market, unlike the preceding vegoils, there 
is no one country that dominated 
production. Unlike the previous three veg- 
oils, the production of sunflowerseed oil 
has remained stable at slightly under 9 Mt 
for the past decade. In order of size, the 
larget producers of sunflowerseed oil are 
the EU-25, Russia, Ukraine, Argentina and 
the combined countries of central Europe. 
The consumption of sunflowerseed oil is 
highly dispersed, with the EU-15 and Russia 
being by far the largest consumers, with 
Turkey, Ukraine, India, Romania, South 
Africa and Argentina also being significant 
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users. The demand for sunflowerseed oil 

is expected to grow moderately in the EU-25 
and Eastern Europe while consumption in 
other regions declines. Ukraine is expected 
to surpass Argentina as the world’s largest 
sunflowerseed oil exporter while Russia will 
shift from being an importer to an exporter 
of sunflowerseed oil. 


Sunflowerseed oil is perceived as a high 
quality vegetable oil and trades at a 
premium to other veg-oils. However, future 
growth is expected to be constrained as it 
lacks the competitive cost structure of 
competing soyoil and palm oil. 
Sunflowerseed oils is likely to command 
only a small portion of the world veg-oil 
market. 


Competitive strategies include price and 
product differentiation 

Over the past decade, the world veg-oil 
market became more competitive with the 
major veg-oils increasingly differentiating 
themselves and, in the process, many are 
repositioning and re-imaging themselves. 
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oleic, varieties. Canola/rape oil 
faces the challenge of retaining 
its image as a “healthy” oil as 
concerns over transfats rise 
while falling over saturated fats. 


Canada: Outlook for canola 
oil and soyoil 

Canada produces about 1.6 Mt 
of veg-oil annually, of which 1.3 
Mt is canola oil and 0.3 Mt is 
soyoil. The majority of the 
canola oil is produced in 
western Canada and all of the 
soyoil is produced in eastern 
Canada. Since 1994-95, the 
production of soyoil and canola 
oil have each increased by 
30%, due to increased crush 
capacity and seed supplies. 


30 


Carry-Out stocks. Domestic use includes exports of 


processed products. 

e: estimate, AAFC May 2005 
f: forecast, AAFC May 2005 
Source: Statistics Canada 


Overall, palm oil is regarded as the price 
leader and is favored for its use in baked 
goods with the drawback of being solid at 
room temperature and high in saturated 
fats. Further growth is expected as 
consumer concerns over saturated fats 
decline and palm oil expands its 
geographical reach into Europe from Asia. 
However, as it is produced in a small 
geographic region, it remains vulnerable to 
localized events such as drought, disease or 
civil unrest. 


By contrast, soyoil is higher priced than 
palm oil and is well regarded for its 
assurance of supply and its adaptability. For 
example, in the US it is used in a wide 
variety of end products from salad and 
cooking oils, baking and frying fats and in 
margarine. As the middle priced oil, soyoil 
remains vulnerable to competition from the 
lower priced palm oil and to the health 
concerns expressed about all veg-oils. 
Given the large area of land available for 
conversion into soybean fields in Brazil, the 
outlook for further expansion is bright. 
Currently, established crushers in 
industrialized nations are expected to face 
increased competition from palm oil and 
from newly expanded soyoil processors in 
developing nations. 


Canola/rapeoil has historically commanded 
a price premium in the world vegoil market 
compared to the previous two veg-oils 
largely on the perceived health benefits of 
being low in saturated fats. With the 
expansion of the world veg-oil sector, 
competition from other veg-oils has 
increased while the output of canola/rapeoil 
has remained stable. The usage of 
canola/rapeoil is projected to grow with the 
expansion of biodiesel usage in the EU-25 
with further growth in North America 
awaiting the development of low-lin, high- 


For 2004-05, Canadian 
crushers have had to contend 
with unusually high chlorophyll 
levels in the canola which slows 
down the refining process and 
increases processing costs. The high 
chlorophyll levels were a result of the 
delayed seeding, unusually cool growing 
condition and mid-August frost that struck a 
wide swath of the Canadian prairie region. 
According to the Canadian Grain 
Commission harvest survey, 38% of the 
canola samples submitted graded No. 2 or 
lower compared to the less than 10% 
received during a typical year. The problem 
was most severe in Saskatchewan where 
47% of the samples received graded 
number No. 2 or lower. 


For 2005-06, canola oil production 
is forecast to remain stable at 1.3 
Mt, as crushers maintain the crush 
pace in response to increased 
supplies of high quality canola, 
reduced competition from 
burdensome US soyoil supplies 
and increased world demand for 
veg-oils in general. This forecast Soy 
assumes a conversion factor of Palm 
0.42 and a normal quality crop. 
Crush margins are expected to 
remain near current levels as 
pressured veg-oil prices offset an 
expected decline in raw seed 
prices. Crush capacity utilizationis | Trade 
expected to remain at about 75% Soy 
for canola and around 80 % for Palm 
soyoil production. Canadian 
canola oil exports are expected to 
fall to about 0.85 Mt, with the US 
representing about three quarters 
of total trade. The price of canola 
oil crude, in-store Vancouver, is 
forecast to average C$700-750/t Soy 
for 2005-06, versus C$745/t for Palm 
2004-05. 


Mt as a result of stable crush margins, 
ample supplies of raw soybeans and 
reduced competition from US soyoil. 
Imports of soyoil into Canada are projected 
to decline while domestic usage of soyoil 
remains stable. The benchmark farm price 
of soyoil, simple average DeCatur is 
forecast by the USDA to decline to 
US$0.20-0.23/Ib (C$550/t-C$650/t) for 
2005-06. 


Medium Term Outlook: More growth and 
volatility 

Over the medium to long run, the market for 
veg-oils is projected to grow as incomes rise 
in Asia and more land is seeded to 
soybeans in South America and to palm oil 
in Indonesia. The world veg-oil sector is 
forecast to become more competitive at the 
same time it becomes more concentrated. 
The world oilseed market will continue to be 
affected by a series of economic, policy and 
monetary shocks although the timing and 
impact remain unknown. 


Some upcoming policy changes are 
expected to affect the veg-oil market. The 
World Trade Organization (WTO) is 
expected to reach an agreement within a 
couple of years that will gradually reduce 
tariffs and liberalize trade in veg-oils. The 
International Association of Seed Crushers 
is expected to press for greater trade 
liberalization at the DOHA round of talks. 
Econometric analysis conducted in Canada 
indicates that reducing tariffs on veg-oils in 
importing countries results in a modest 
expansion of the world veg-oil production 
and trade. 
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Another policy unknown is the US Farm Bill 
presently being negotiated and slated for 
adoption in 2007. Previous farm bills, 
especially in the early to mid 1990s, resulted 
in a significant increase in US soybean 


production. While the contents and 
implications of the present Farm Bill are still 
being negotiated, in general it appears that 
support for soybean production will remain 
stable or be scaled back and is most 


Factors to Watch: More Change Expected in the Veg-oil Market 

Over the next decade, world markets for vegetable oils are expected to grow while the 
industry continues to consolidate in an increasingly competitive environment, according to 
analysis conducted by Rabobank. The major factors include the continued shifts in the 
production of veg-oils, the growth of the Asian economies, consumer concerns, changing 
power relationships along the food value chain and the development of non-food markets. 


Growing income and population in Asia to drive demand 

The growth in Asian populations and incomes over the next ten years is expected to support 
the expansion of the world veg-oil market. By 2015, the Asian population is forecast to 
increase by 11%, reaching 4.045 billion people, equal to 56% of the world population. More 
importantly the Asian economies are expected to be among the world’s fastest growing. In 
2005, the economies of China and India are projected to grow at over 50% and 90% of the 
world average, respectively. 


At lower economic levels, as per capita income grows, the consumption of vegetable oils 
grows at a rapid pace. Once per capita income reaches US$5,000 the growth in usage 
begins to level off. Per capita income in most of the Asian economies and in South America 
is below that level. In low income countries, veg-oil consumption is expected to increase at 
about 0.5% for every 1% rise in incomes. In China, urban incomes have tripled in the past 
decade, while rural incomes have grown at twice that rate. By 2004-05, more than 40% of 
China’s population lives in towns and cities, while 1% of the country’s population makes the 
move from country to city every year. Chinese imports of palm oil, soyoil and canola/rapeoil 
are projected to grow by over 5% annually until 2014, implying annual imports in excess of 
10 Mt. As well, veg-oil imports to India may rise sharply over the medium term in response 
to increased incomes and policy changes. 


Growing Concerns over health and food safety 

Health and food safety are increasingly becoming more important for consumers, especially 
in the developed markets or market segments. Growing health concerns about trans-fatty 
acids are expected to pose a threat to the soyoil in the short to medium term. Transfat 
labelling requirements have been or will shortly be enacted in Denmark, Canada and the 
United States. Concerned about consumer reactions, many food companies have begun to 
reformulate their products to eliminate or reduce trans-fatty acid levels. The oilseed industry 
has responded with the development of new seed varieties and processing technology. In 
the short run, this issue will cause some adjustment in the market but over the medium to 
long run the industry is expected to manage the situation. 


For 2005-06, in Canada the production of low lin-high-oleic, canola oil, which is low in trans- 
fats, is expected to reach 0.2 Mt based on estimates that 8% of the canola crop will be 
seeded to low trans-fat varieties. 


Retailers increasingly setting rules for marketing veg-oil products 

As retailers consolidate, and their market power grows in many national markets, retailers 
are increasingly setting the rules and standards for marketing food products including for 
veg-oil products. Often, these are more stringent than government standards and they 
include traceability requirements. The increased competition in the retail sector has 
pressured prices downwards through the food value chain. Near the bottom of the chain, 
crushers and refiners are increasingly being caught in a cost-price squeeze as they are 
essentially price-takers with regards to oilseeds. 


In response, veg-oil companies are following two strategies: (1) selling in bulk and looking to 
achieve a low-cost leadership position and (2) developing stong consumer-focused brands. 

While branded oil is important in the EU and North America, it is also growing in importance 
in developing countries like India where it is estimated that branded oil accounts for almost 

9% of the market and by 2014, it is projected to rise to 12%. 


Industrial markets continue to grow 

The market for biodiesel continues to grow and will be determined to a large extent by 
government incentives, tax exemptions, petroleum prices and in some cases by regulations 
for mandatory inclusion. The market for biodiesel is growing the fastest in the EU where 
biodiesel consumption could rise to 4-6 Mt by 2010. Brazil has also expressed interest in 
implementing an extensive biodiesel program while countries like Thailand, Malaysia and 
India have launched plans or programs to develop the biodiesel sector based primarily on 
palm oil. 


unlikely to be increased. The impact on 
US soybean area as a result of these 
changes remains unknown. 


For the first time in history, China has 
switched to subsidizing its agricultural 
production rather than taxing it. Given the 
various economic, administrative and 
infrastructure constraints faced by the 
country, the impact on the domestic veg-oil 
market is uncertain. Industry analysts 
believe that China is prepared to offer few 
concessions on tariffs in the Doha round of 
talks. 


In conclusion, the cumulative impact of 
these policies and other unanticipated 
changes remains unknown. The veg-oil 
market is expected to continue to expand in 
the emerging economy countries while 
remaining relatively stable in fully 
industrialized countries. As the market 
matures, the focus for price discovery will 
increasingly switch to Asia and South 
America. The industrial concentration is 
expected to increase although there is 
some concern that processing capacity is 
overbuilt, forcing a possible rationalization 
of the crushing sector over the medium 
term. World trade in veg-oils is expected to 
grow over the medium term and may soon 
surpass world trade in wheat, by value. 
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CHINA: BEER AND MALTING BARLEY 


Government 
Publications 


China is the largest producer and consumer of beer and importer of malting barley in the world. Canada is one of 
the top exporters of malting barley to China where it competes with Australia and the European Union (EU). For 
2004-05, as well as 2005-06, Canada is expected to export more than half a million tonnes of malting barley to 
China worth about $100 million. Over the medium term, China is expected to remain the largest and among the 
fastest growing malting barley markets in the world and its import demand is forecast to increase by 20% by 
2010-11. However, the implementation of the Developmental Framework for China’s Malting Barley Production is 
expected to increase the growth of domestic production in order to substitute for imports, although at a pace 
slower than expected in the Framework. This issue of the Bi-weekly Bulletin examines the situation and outlook 
for China’s beer, malt and malting barley industries and the implications for Canada. 


The Beer Industry in China 


Beer Production 

The foundation of China’s modern beer 
industry was set up in the 1950’s when 
new production facilities were constructed 
in major metropolitan centres across the 
country. However, the rapid expansion of 
the industry did not occur until the 
implementation of the reform and open- 
door policies in the later 1970s. Data 
from China’s National Bureau of Statistics 
show that beer production in China has 
grown at a rate of 18% annually over the 
last 27 years, from 4 million hectolitres 
(Mhl) in 1978 to 291 Mhl in 2004. The 
industry has experienced three stages of 
development: (a) 1978-1987 with growth 
of 26% annually when production 
increased from 4 MhlI to 50 Mhi; (b) 1988- 
1995 with growth of 16% annually when 
production increased from 54 Mhl to 154 
Mhl; and (c) 1996-2004 with growth of 
7% annually and production increased to 
291 MhlI. China overtook the United 
States (US) as the world’s largest beer 
producer in 2002. 


Although the percentage rate of growth 
has slowed down, the annual increase in 
the volume of China’s beer production 
has accelerated, from an average of 5 
Mhl for 1978-1987 to 13 Mhl for 1988- 
1995, and further to 15 Mhl for 1996- 
2004. 


Beer Consumption 
As indicated in Figure 1, per capita beer 


consumption in China has grown at 12% 
annually for the past 21 years, from less 
than 3 litres (L) in 1984 to 22 L in 2004. 


Source: China National Bureau of Statistics. 
f: Agriculture and Agri-food Canada forecast. 


Figure 1. China: Per Capita Beer Consumption | 
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Current per capita consumption is 
comparable to that in Hong Kong (24 L) 
and Singapore (20 L), but it is much lower 
than in Japan (41 L), Canada (68 L) and 
the US (84). China overtook the US as 
the world’s largest beer consumer in 
2003. The potential for growth is 
expected to be substantial, given the 
large disparity in beer consumption 
between urban and rural areas and 
across different regions in China. 


Factors Driving Higher Beer Consumption 


Several factors are driving the expansion 
of the beer industry in China: 

(a) large increases in population, despite 
at slow rate of growth; (b) rapid economic 
growth and increased disposable income; 
(c) massive migration away from the 
country to cities and towns; and (d) health 
consciousness. 


In some less developed regions of China, 
a substantial proportion of the villagers, 
especially senior citizens, do not drink 
beer. The process of urbanization, 
associated with higher income and 
lifestyle changes, significantly increases 
the chance either for a potential 
consumer to become a beer drinker or a 
drinker to consume more. The rising 
consumption levels for existing 
consumers and the enlargement of the 
consumer base play an equally important 
role in increasing consumption. The 
population base of beer consumers in 
China is estimated by some Chinese 
analysts to expand at an annual rate of 
20%, as a result of higher income and 
urbanization. 


Health consciousness has started to play 


a more and more important role, 
especially among the urban population, in 


Canada 


Figure 2. China: Growth in Malting Barley Demand 
versus Beer Production 
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the switch to beer from traditional 
Chinese liquors. The share of beer in all 
alcoholic beverages has jumped from 
19% in 1980 to 72% in 2000, while the 
growth of liquors, with much higher 
alcohol content, has decreased 
correspondingly. 


The Beer Industry 
The rapid expansion of China’s beer 


production has been accompanied by 
dramatic structural changes in the beer 
industry. Of most relevance to the 
demand for malting barley are 
consolidation, foreign investment and the 
upgrading of product composition. 


Compared to the maturity of the 
European and North American markets, 
the beer market in China is still 
fragmented. Most breweries operate on a 
regional or sub-regional scale and there 
are hundreds of brands. However, the 
industry has been undergoing 
consolidation since 1988 and this process 
has accelerated in recent years. The 
number of breweries has decreased from 
813 in 1988 to about 400 at present. The 
top 10 brewery companies controlled 
53% of the market in 2003, compared to 
only 22% in 1996. The top three 
companies currently account for about 
one third of the production. 


Giant foreign breweries started entering 
the Chinese market in the 1980s. The 
so-called “First Wave’ of these entrances 
was not a success story. This was due 
mainly to their inappropriate strategies of 
building up their own facilities and selling 
their own brands. After years of little 
progress, the “Second Wave” began in 
2002 and foreign investment has 
resumed playing an important role in the 
industry. This time, equity acquisition of 
local breweries, including large and 
medium sized ones, became the principal 
Strategy. Instead of selling foreign 


brands, local brands are kept and most of 
the transactions involve less than 50% of 
the share holdings. The total investment 
involved in these transactions is 
estimated at US$700 million for the last 
two years. International beer giants such 
as Anheuser-Busch, SAB Miller, 
Interbrew, Heineken, and Carlsberg have 
all made their appearance in the Chinese 
market. 


The Chinese beer market has been 
dominated by low priced products, but the 
premium products have been rapidly 
gaining market share. The demand for 
famous brands, draft beer, specialty beer 
with juice, beer with health functions and 
non-alcoholic beer has been rising. On 
the other hand, consolidation and the 
participation of foreign companies have 
significantly improved the industry’s ability 
to develop new products and expand 
sales. 


Consolidation, joint ventures between 
local and international companies and the 
upgrading of product mix all lead to 
increased demand for imported malting 
barley, at the expense of domestic barley. 
Joint ventures and top domestic 
breweries use much more imported 
barley than their small and medium 
counterparts. Tsingtao beer Group, the 
biggest in China with 13% of the market, 
uses only Australian and Canadian barley 
in their major brands. The second 
largest, Yanjing Beer with 10% of the 
market, uses mainly imported malting 
barley, except for very small amount of 
domestic barley immediately ahead of 
Australia’s harvest. CRE Beer, the third 
largest, is the only large brewery using 
both domestic and imported malting 
barley on a regular basis. 


Barley Malt and Malting Barley 
Demand 


Declining Ratio of Barley Malt to Beer 
The rapid expansion of China’s beer 


industry increased the demand for barley 
malt, the principal component in beer 
production. However, the growth of 
malting barley demand has not been 
proportional to growth in beer production, 
especially in recent years. As indicated in 
Figure 2, while China’s beer production 
increased by a factor of 47 times since 
1980, demand for malting barley only 
increased by a factor of 28. The demand 
for barley malt is estimated at 2.62 million 
tonnes (Mt) for the production of 291 Mhl 
of beer in 2004. This is lower than the 
record demand for 2.64 Mt of malt in 
2000 when only 220 Mhl of beer was 
produced. Two reasons are responsible 
for the lower usage of barley malt and 
malting barley. 


Firstly, the substitution of adjunct for 
barley malt has increased. Chinese 
breweries have the tradition of using rice 
or, to a lesser extent, corn as an adjunct 
in beer production. This creates a special 
taste favoured by local consumers and, at 
the same time, reduces barley malt usage 
and input costs. In recent years when 
malting barley supplies were short, and 
malting barley prices were high relative to 
rice prices, breweries adjusted their 
production techniques to incorporate 
more rice in substitution for barley malt. 

In the last couple of years when rice 
prices increased more than malting barley 
prices, substantial amounts of corn and 
even grain syrups were used as a 
substitute for barley malt. 


Secondly, the original gravity of beer, 
defined as the amount of malt and 
adjunct as a percentage of water in wort, 
has decreased significantly, from 11-12% 
to 6-7% in recent years. Thus more beer 
is produced from a given amount of malt 
and adjunct. 


Consequently, the ratio of barley malt to 
beer is estimated to have decreased from 
more than 13 kilogram of barley malt for 
one hectolitre of beer (Kg/HI) in the 1980s 
to 12 Kg/HI in the 1990s and 9 Kg/HI over 
the last four years. Thus, one tonne of 
malting barley currently generates about 
90 HI of beer in China compared to about 
75 HI in Canada. 


The Malting Industry 
China’s malting industry is characterized 


by low margins, excess capacity, active 
acquisition and continuous expansion. 
There are about 200 maltsters in China 
with a total processing capacity of malting 
barley estimated at 4.3 Mt. Based on 


beer production in 2004, malt demand is 
estimated at 2.62 Mt, suggesting 
overcapacity of more than 30%. The 
industry consists of maltsters with huge 
differences in production capacity and 
technology, from very small floor 
operations to the largest with the latest 
equipment in the world. The number of 
small operations (less than 10 thousand 
tonnes (Kt)) had dropped from 243 in 
2000 to 93 in 2003, while the number of 
large and medium-sized operations 
increased from 67 to 85. In addition, 
there were 24 malting facilities under 
construction in 2003, most of which are 
located close to barley producing areas, 
especially in western and northern China, 
while most of the existing facilities are in 
eastern, southern and northeast China. 


In China’s malting industry, brewery- 
owned malting facilities have a total 
processing capacity of 0.5 Mt. Among 
the independent maltsters, the top 10 
have a total capacity of 1.1 Mt. These 
two groups account for 37% of the total 
capacity. Medium sized maltsters have a 
total capacity of 1.20 Mt, accounting for 
28%. The total capacity for small 
maltsters (with a capacity of less than 50 
Kt) is estimated at 1.5 Mt, or 35% of the 
capacity nationwide. 


The Use of Low Quality Barley by the 


Malting Industry 
When the supply of malting barley is low, 


and prices are high, some maltsters, 
especially the smaller ones in central 
China that are far away from both import 
and domestic malting barley sources, use 
low quality barley to produce malt. Low 
quality malt is still attractive to regional 
and sub-regional breweries to produce 
budget brand beer. It is estimated that at 
least 0.5 Mt of low quality barley was 
used in 2003, which includes malting and 
feed varieties of barley from both 
domestic and import sources. 


Domestic Barley Production and 
Supply 


Production Trends 

Barley has not been a major grain in 
China’s recent history and production has 
been flat over the past three decades, 
except for a short-term surge in the 
1990s. Historically, barley was mainly 
used for animal feed and, to a lesser 
extent, human food. Feed demand for 
barley has declined, due to the rapid 
reduction in the number of draft animals 
and the lower feed value of barley 
compared to corn. Barley production has 
also been discouraged by slower growth 
in yields than competitive crops, the 
status of barley as a rotation crop in many 
areas and government policies that 
favour major grains such as wheat, rice 
and corn. 


The demand for malting barley has 
increased significantly, following the 
strong growth in beer production. The use 
of barley for feed has decreased 
correspondingly. As indicated in Figure 
3, utilization of domestically produced 
“malting” barley has increased by 7% 
annually, from 0.35 Mt in the later 1980s 
to 1.35 Mt in the early 2000s and the 
proportion of the barley crop used for 
malting has increased from less than 20% 
to nearly 50%. 


Production Geography 
Malting barley production in China used 


to be concentrated in eastern China’s 
Jiangsu and Zhejing provinces. This is 
the earliest and, at one time, the largest 
malting barley production base. 
However, barley is treated as a rotation 
crop in this region and freezing in early 
spring and rain at harvest affect crop 
quality. As a result, production has been 
decreasing recently and was about 250 
Kt in 2004. This production base is 
located in a malting barley deficit area 
dominated by imports. 


Figure 3. China: Domestic Barley Utilization 
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f: Agriculture and Agri-food Canada forecast. 


Sources: China National Bureau of Statistics, Agriculture and Agri-food Canada. 
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The northwest production base consists 
mainly of Gansu and Xinjiang. It is the 
fastest growing production region, with 
the best quality crop in China. Witha 
production of 650 Kt, it became the 
largest malting barley producing region in 
2003. However, the base is far away 
from population centres and high 
transportation costs are involved. This 
base mainly services northwest China, 
and can reach northern and central 
China. The northeast production base 
consists of Heilongjiang and Inner 
Mongolia and mainly services northeast 
China. Production in 2004 was about 200 
Kt. Two other production bases are 
located in Central China and southwest 
China’s Yunnan province. 


Issues 

The major issues facing China’s malting 
barley supply chain can be summarized 
as follows: 

a) low grain quality and inconsistency of 
quality with respect to plumpness, 
extraction rates, test weight, protein 
content due to a lack of suitable varieties 
and appropriate cultivation practices, 
exacerbated by a large number of small 
farms with different technologies; 

b) high logistical costs and infrastructure 
constraints for the rail and highway 
system; 

C) post-harvest quality deterioration, and 
perceived high production costs: 

d) an underdeveloped quality control 
system; 

€) vertical disintegration between barley 
producers and maltsters, in the 
transformation of market information and 
technology; unprotected producers are 
fully exposed to downward price risks, 
which intensify year-to-year fluctuation in 
production and discourage long term 
growth; upward price risks are faced by 
maltsters, especially the smaller 
companies; and 

f) the need for government policies to 
promote barley production and marketing, 
such as seed subsidies, direct support 
and the waiver of railway construction 
fees. 


The Developmental Framework for 
China’s Malting Barley Production 
(DFCMBP) 


The dependence on imports for two thirds 
of the total malting barley requirements is 
perceived as a major concern for the 
Chinese beer and malting industry. The 
shortage of overseas supplies and 
escalation of world market prices are 
seen as a threat to the development of 
China’s beer industry, especially for small 
and medium-size breweries and 
maltsters. Volatility in domestic prices 
and production puts producers and 
processors in a risky position. The 


DFCMBP program, introduced in 2004- 
05, is a joint effort between governments 
and stakeholders in the malting barley 
industry to address these concerns by 
boosting domestic malting barley 
production to substitute for imports. 


The objectives of the program are: 

e to raise malting barley area from 42 
thousand hectares (Kh) in 2003 to 78 
Kh by 2008; 

e to increase malting barley production 
from 1.98 Mt in 2003 to 3.91 Mt by 
2008, of which 3.15 Mt is expected to 
be of malting quality; 

e to increase the share of domestic 
production from 40% of total 
requirements in 2003 to 70% by 2008; 
and 

e to improve quality so that at least 90% 
of the production in major production 
bases reaches the national standards 
for malting. 


To achieve these objectives, the following 
measures have been, or are to be, taken: 
the establishment of advantageous 
production bases; 

determination of major varieties by 
production region; 

extension of cultivation technologies to 
improve crop quality, increase yields 
and lower production costs; 

the setup of a quality control system; 
enlargement of production scales; 
vertical integration among industry 
participants; 

the improvement of quality consistency 
and reduction of production costs; 
seed subsidies from government: 
preferential loans and taxation policies 
to assist key maltsters; and 
government assistance for the 
establishment of malting barley/barley 
malt production and marketing co- 
operatives. 


Implications of the DFCMBP for Imports 


The impact of the program on China’s 
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import demand for malting barley will 
depend on (1) the extent to which the 
program can be implemented 
successfully and (2) how long it will take. 
However, the target of 70% requirements 
for 2008 appears difficult to achieve by 
that date. 


Significant progress has been made in 
the establishment of production bases. 
Some of the measures, such as 
government policies and supports, are 
less difficult to implement than others. 
However, issues related to variety, 
quality, costs and industrial structure are 
much harder to tackle and probably 
cannot be resolved by the target date. 


The regions that are going to benefit first 
and the most from the DFCMBP are likely 
to be northwest, northeast and southwest 
China, where the production bases are 
located and beer consumption is 
expected to grow the fastest. The long 
distance, prohibitive logistical costs, and 
system constraints are bottlenecks for 
domestic malting barley to penetrate the 
largest markets in eastern and southern 
China. In these markets, imports are 
preferred for their higher quality and 
capture a much larger market share. The 
comparative advantages for imports in 
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terms of quality and costs are expected to 
prevail in these regions in the foreseeable 
future. 


The use of low quality barley in the 
malting process could also impede the 
ability of domestic supplies to gain market 
share against foreign imports. A large 
portion of low quality barley is used in 
central and western China and by small 
and medium-size maltsters which are 
closer to the production bases. Before 
directly competing with imports, 
incremental production of high quality 
malting barley is likely to substitute for 
domestically produced low quality barley. 


Malting Barley and Barley Malt Imports 


Current Situation 

Malting barley production in China has 
increased significantly. However, 
domestic supplies cannot keep pace with 
the growth in demand. As a result, China 
started importing malting barley in 1980 
and has been the world’s largest importer 
since 1988. Currently, China accounts 
for about 40% of world imports of malting 
barley, excluding intra-EU trade. 


Figure 4 shows China’s malting barley 
supplies by domestic production and 
imports. China’s malting barley imports 
had increased from less than 0.2 Mt in 
1980 to 1.0 Mt in 1990 and slightly over 
2.0 Mt in 2000. Following a peak of 2.3 
Mt in 1999, imports have decreased to 
around 2.0 Mt, with the exception of 2003 
when they dropped below 1.5 Mt, as a 
result of supply shortages worldwide. 


However, there has been no indication 
that imports are gaining market share 
against domestic supplies. In fact, it 
appears that the market share for 
domestic supplies, including low quality 
barley used for malting, has increased 
slightly over the last 15 years, to nearly 
35% from 30% in the late 1980s, while 


the share for imports has declined from 
70% to 65%. 


China has not been, and is not expected 
to be, a significant player in the 
international market for barley malt. As a 
result of China's entry into the WTO, the 
tariff escalation between barley malt and 
malting barley decreased but Chinese 
maltsters, especially those in the coast 
areas, are expected to maintain their 
advantage in production costs. This is 
also consistent with the trend that world 
capacity for the production of barley malt 
has been shifting away from the exporting 
countries of malting barley to the 
importing countries. 


Export Competition 
Figure 5 shows the market share by 


major exporter in the Chinese malting 
barley market. Between 1980 and 1994, 
the Chinese malting barley import market 
was serviced by Australia (73%) and 
Canada (27%). Australian exports rose 
from 130 Kt in 1980 to about 1.1 M in 
1994, while Canadian exports increased 
from zero to 307 Kt annually. 


The EU joined the competition in 1995 
and after three years of robust growth, 
the EU has captured about 20% of the 
Chinese market, or about 400 Kt 
annually, since 1998. 


The market share for Australia dropped 
from 75% over 1980-1994 to 60% over 
1998-2004 and the market share for 
Canada decreased from 27% to 20% 
over the same periods. In addition to 
competition, much of the drop for Canada 
is due to the 2002 drought which sharply 
reduced malting-quality barley supplies 
and forced Canada out of the world 
malting barley market in later 2002-03, as 
seen in Figure 6. Despite decreasing 
market shares, Canada’s export volume 
increased from an annul average of 190 
Kt over 1988-1992 to 390 Kt over 1998- 
2004, while annual volume for Australia 
increased from 640 Kt to1.26 Mt. 


Freight Costs 
Australia has a freight advantage over 


Canada in the Chinese malting barley 
market because of its proximity to China. 
In addition, inland transportation costs are 
also significantly lower for Australia since 
the production regions are closer to 
export ports. It is generally believed that 
the surge in ocean freight rates has had a 
larger impact on grain shipments from 
Canada than from Australia, due to longer 
distance. However, Australia is one of 
the major exporters of industrial materials 
to China. The northbound routes from 
Australia to China are among the busiest 
and ports are very congested. Therefore, 


Figure 5. China: Import Market Shares of Malting Barley 
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f: Agriculture and Agri-Food Canada forecast. 


Sources: International Grains Council, China Custom Statistics. 


freight rates for these routes could 
increase more than those for the North 
Pacific routes from Vancouver to Chinese 
ports. 


Outlook: 2005 to 2010 


Beer production in China is forecast by 
AAFC to increase by 4-5% annually over 
the medium term, from 291 Mhl in 2004 to 
300 MhI by 2005 and 380 Mhl by 2010. 
The population is projected by the 
Chinese government to grow at 0.7— 
0.8%, from 1.32 billion in 2004 to 1.38 
billion by 2010. China’s urban: rural 
population ratio is projected to change 
from about 35:65 in 2000 to 45:55 by 
2010, which means another 160 million 
people living in Chinese cities and towns. 
Per capita beer consumption is projected 
to rise by a further 27%, to 28 L by 2010. 


Malting barley demand is forecast to 
increase from 3.3 Mt in 2004-05 to 3.5 Mt 
by 2005-06 and 4.8 Mt by 2010-11. The 
conversion rate of barley malt to beer is 
expected to recover gradually, from 9 
Kg/HI in 2004-05 to 10 Kg/HI in 2010-11, 
as the situation of supply shortage and 


high prices for malting barley improves 
and production of premium beer grows 
faster. 


Domestic production of malting barley is 
forecast to grow by 10% annually, driven 
mainly by the implementation of the 
DFCMBP. Production in 2005-06 is 
forecast to increase to 1.5 Mt, from 1.3 Mt 
in 2004-05, as area seeded to malting 
barley in China increases in response to 
high prices in 2004-05. Production of 
malting barley is forecast to grow to 2.4 
Mt by 2010-11. The share of domestic 
supply is expected to increase from about 
40% of total requirements in 2004-05 to 
50% by 2010-11, a substantial increase 
but still short of the DFCMBP target for 
2008. With increased domestic 
production and improved crop quality, the 
use of low quality barley in the malting 
process is expected to decrease. 


China’s malting barley imports in 2005-06 
are forecast to be virtually unchanged 
from 2004-05 at 2.0 Mt. The continued 
weakness in the Chinese currency and 
the high ocean freight rates will make the 
landed price for imported malting barley 
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Figure 6. China: Imports of Malting Barley from Canada 
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relatively high, although world prices are malting barley will continue to dominate 

expected to decrease. the eastern and southern Chinese 
markets, due to its advantage in price and 

Malting barley imports are projected to quality. High costs and capacity 

reach 2.4 Mt by 2010-11, 20% higher constraints in China’s transportation and 

than in 2004-05. Consolidation, foreign handling system will limit the 

investment and product upgrading in the competitiveness of domestic supplies in 

brewing and malting industry are these markets. 


expected to lead to strong import demand 
for high quality malting barley. Imported 


Exchange Rates and Malting Barley Prices 


The value of the Chinese currency is tied with the US dollar and the exchange rate 
has been around US$1=8.28 RMB or Yuan since September 1999. For other 
currencies, such as the Canadian dollar, the exchange rates in RMB will float in 
relation to their respective values versus the U.S. dollar. 


The currencies for the major exporters in the world malting barley market have 
appreciated substantially against the US dollar and, thus, the Chinese RMB since 

2001. The values of the Euro and the Australian dollar have increased by more than 
30%, while the value of the Canadian dollar has increased by 20%. 


Exchange Rates: US$ versus Other Currencies 


Cdn$/US$ 
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| Sources: The University of British Columbia, Sander School of Business, Pacific 
| Exchange Rate Service. 


The effect of changes in foreign exchange rates is usually shared by importers and 
exporters depending on the structure of the market and the capacity for players to 
respond. On one extreme, if exporters have the market power to increase export 
prices (in US dollar) the full percentage as the US dollar depreciates, there could be 
little impact on them and importers will take the full burden. On the other extreme, if 
importers have the full market power, exporters are not capable of changing export 
prices, then exporters have to take the full effect. Generally the effect is somewhere 
between the two extreme cases. As a result of the weakness of the RMB, imported 
malting barley becomes more expensive in China while returns for Canadian 
producers are lower. 


China’s foreign exchange system has been undergoing pressure to change by some 
of its trading partners, particularly the US. Although the Chinese government has 
been preparing to move in this direction, it is expected that priority will be given to 
China's own interests, with respect to the timing and the magnitude of the change. 
Given the macroeconomic situation in China and the inflow of global speculative 
capital, the reform is expected to be cautious and gradual. 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to 
AAFC/MISB, Canadian Wheat Board, Canadian Malting Barley Technical Centre, and Canadia 
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Canada is forecast to export about 0.5 

Mt of malting barley into the Chinese 
market in 2005-06, slightly less than 
2004-05 as Australia’s barley production 
increases from the weather-related low of 
2004-05. Canadian exports are projected 
to increase throughout the medium term. 
By 2010-11, Canada is projected to 
export 0.7 Mt of malting barley to China, 
about 30% of the import market. 


For more information please contact: 
Joe Wang, Coarse Grains Analyst 
Phone: (204) 983-8461 


E-mail: wangjz@aqr.gc.ca 
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MUSTARD SEED: SITUATION AND OUTLOOK 


Canada is the dominant exporter and it is normally the second largest producer of mustard seed in the world. 
The value of Canadian mustard seed exports averaged about $80 million during the past five years. For 2005- 
2006, Canadian seeded area, production and supply are expected to decrease significantly from 2004-2005 for all 
types of mustard seed, yellow, brown and oriental, however, exports and average prices are expected to 
increase. This issue of the Bi-weekly Bulletin examines the situation and outlook for mustard seed. 


WORLD 


Production and Trade 

India produces the bulk of world 
mustard seed. However production 
data for India, as well as two other 
significant producers, Pakistan and 
Bangladesh, is not available since 
these countries combine the production 
data for mustard seed and rapeseed. 
Unofficial estimates for mustard seed 
production in these countries are about 
2.5 million tonnes (Mt) for India and 
about 150,000 tonnes (t) each for 
Pakistan and Bangladesh. Mustard 
seed produced in India, Pakistan and 
Bangladesh, as well as in most other 
Asian countries, is mainly crushed for 
oil. Excluding these three countries, 
mustard seed production has been 
variable, but with a slight upward trend 
during the past ten years. 


Mustard seed exports have also been 
variable, but with a slight upward trend, 
peaking at 294,000 t in 2003, the latest 
year for which world trade statistics are 
available. Canada dominates world 
mustard seed exports, accounting for 
about 65% of total world exports if re- 
exports are excluded. The only other 
significant exporters are Russia, 
Ukraine, the Czech Republic and 
Hungary. Exports from Germany, 
Netherlands and Belgium are re- 
exports of imported seed. The top five 
importing countries, Bangladesh, the 
United States (US), Germany, France 
and Netherlands, account for about 
70% of world imports. 


CANADA 


Production 
The three types of mustard seed 


produced in Canada are yellow 
(Sinapis alba), brown, and oriental 
(both Brassica juncea). Mustard seed 
can be grown on most soil types, but is 
best adapted to the brown and dark 
brown soils. Soils prone to crusting 
and dry, sandy soils are not 
recommended. All mustard seed types 
tolerate drought conditions better than 
canola. Mustard seed fits well in a 
rotation with cereal grains. Yellow 
mustard seed requires 90-92 days to 
mature, brown 85 days and oriental 86- 
88 days. Seedlings are quite tolerant 
of frost. Therefore, early seeding is 
recommended to avoid flowering during 
the hottest part of the summer, thereby 
improving yields. The Canadian 
mustard seed harvest 
normally occurs from 
mid-August to late 
September. 


Canadian mustard seed 
production has been 
variable during the past 
10 years, ranging from a 
low of 105,000 t in 
2001-2002 to a high of 
306,000 t in 1999-2000. 


(000 ha) 


(t/ha) 


Canada* 
Nepal 


For 2001-2002, 2002- Russia 
2003 and 2003-2004, Ukraine 
average yields were Myanmar 
lower than normal and USA ** 
abandonment rates China 
were higher than normal Romania 
due to drought and Slovakia 
other weather related Germany 
problems in most Other 

Total World 


growing areas. 
Production recovered in 
2004-2005 due to higher 
seeded area and higher 
yields. Saskatchewan 
dominates Canadian 


Harvested Area 


Average Yields 


Czech Republic 


mustard seed production with 82% of 
the production in 2004-2005, followed 
by Alberta at 17% and Manitoba at 1%. 


Production by type varies from year to 
year depending on price prospects for 
each type of mustard seed. The yields 
of brown and yellow mustard seed are 
about 5% and 20% lower than oriental, 
respectively. Since the costs of 
production are similar for all types, 
prices for brown mustard seed have to 
be about 5% higher and for yellow 
mustard seed about 25% higher 
compared to oriental mustard seed to 
encourage production of the brown and 
yellow types rather than the oriental 


type. 
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Note: India, Pakistan and Bangladesh are important producers, 
but mustard seed production data for these countries is not 
available as it is combined with rapeseed production data. 
Source: FAO, except *Statistics Canada, **USDA - May 2005 
f: AAFC forecast, May 2005 


Canada 


The quality of the 2004-2005 crop was 
lower than normal. According to a 
survey conducted by Saskatchewan 
Agriculture and Food, about 45% of the 
mustard seed in that province graded 1 
Canada (normally 78%), 28% graded 2 
Canada (16%), 12% graded 3 Canada 
(4%) and 15% graded 4 Canada and 
Sample (2%). 


Uses 

Mustard seed is a nutritious food 
ingredient. Its high protein content of 
28-36% is of particular interest when 
used in processed meats. The volatile 
oil in mustard seed inhibits growth of 
certain yeasts, molds and bacteria, 
which enables mustard seed to function 
as a natural preservative and extends 
the shelf life of finished foods. 


Yellow mustard seed is suitable for a 
wide range of applications, including 
dry milling for flour, wet milling for 
mustard pastes, and whole ground 
seed for spice mixes, meat processing 
and other food products. It is the type 
of mustard seed used for processing 
into the familiar North American hot 
dog mustard, which uses the whole 
seed for a milder product. In processed 
meats, it is used as a binder anda 
protein extender, and to enhance the 
fiavour. It is also used in mayonnaise 
and salad dressings. Dry milled flour is 
used for condiments and as an 
ingredient in compounded products. 
The extracted seed hulls are used for 
thickening and stabilization in mustard 
and other prepared foods. Mucilage is 
a gummy substance found in the seed 
coat of yellow mustard seed. It 
absorbs water, keeps meat dry and is a 
binding and thickening agent in meat 
and soup. Since there are several 
varieties of yellow mustard seed grown 
in Canada, there is a range of mucilage 
contents available, allowing processors 
to blend varieties to reach a standard 
viscosity. Yellow mustard seed can 
also be ground for use as an ingredient 
for the prepared meat industry, where it 
contributes to total protein. As well, the 
gelling of the mucilage increases water 
absorption into the product, which 
provides enhanced economy and 
improved efficiency in the smooth 
molding of shaped products. Heat 
inactivated (spice heat removed) whole 
ground seed is used as an ingredient in 
many food products providing colour, 
flavour, viscosity and emulsification. 
The oil content of yellow mustard seed 
is about 27%. 


Brown mustard seed is ground into 
flour which is used to produce a hot 


mustard used in European products. 
The flour is also used in mayonnaise, 
salad dressing and sauces. The oil 
content of brown mustard seed is about 
36%. The fixed oil content of Canadian 
brown mustard seed gives no 
separation problems and the volatile oil 
content has long been the standard in 
formulations. Fixed oil is the oil 
obtained in crushing the seed, whereas 
volatile oil is a breakdown product from 
glucosinolates. Volatile oil gives 
mustard the spicy taste. 


Canadian oriental mustard seed 
varieties have been bred for specific 
levels of oil and volatility to meet 
alternative market requirements. High 
volatility, high oil content oriental 
mustard seed varieties are suitable for 
the oilseed demand in the Indian sub- 
continent, while low volatility, low oil 
content mustard seed varieties are 
suitable for dry milling purposes. 
Stronger flavoured oriental mustard 
seed varieties are also available if the 
miller or processor requires it. The 
average oil content of oriental mustard 
seed is about 39%. 


Marketing 

All of the mustard seed 
produced in Canada is 
sold on the open market 
to dealers. There are 


about twenty dealers i: 
across the Prairie Ukraine 


provinces who buy, 
clean, and ship mustard 


seed to domestic and ia a 
export markets. India 
Mustard seed is shipped Bilge oe 
both bulk and in Belgium* 
containers, depending Romania 

on the volume shipped Other 

and the destination. Total 
Deliveries to domestic * re-exports 


and US customers are 
in bulk in trucks or in 
containers which are 
Carried by trucks or 
trains. Some mustard 


Bangladesh 


seed is grown under United States 

production contracts, Germany 

which guarantee a price France 

for part of the Netherlands 

production, and the rest Belgium 

is sold on the spot Japan 

market. Nepal 
Austria 

The Canadian Special Poland 

Crops Association Other 

(CSCA) Total 


(www.specialcrops.mb. 
Ca) establishes trade 
rules for domestic trade 
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Source: FAO - May 2005 
The difference between imports and exports is partly 
attributed to the timing 


2 
and serves as a forum for exporters, 
dealers and brokers involved in the 
industry of trading Canada’s pulse and 
special crops, including mustard seed. 
The CSCA’s website includes a section 
where buyers can submit a request for 
prices. 


The Canadian Grain Commission 
(CGC) administers quality control 
standards for mustard seed. There are 
four grades for each type of mustard 
seed. In addition, mustard seed can be 
graded “Sample’ if it does not meet the 
specifications for any of the four 
grades. Top grades of mustard seed 
are obtained when seeds are well 
matured, have good colour with 
minimal damage, and are free of seeds 
from volunteer canola plants and 
weeds such as cow cockle. For further 
information, or to access the Official 
Grain Grading Guide, please visit the 
CGC website: 
(www.grainscanada.gc.ca) 


Domestic Use 

Canadian domestic use, which includes 
food, seed, dockage and waste, 
accounts for about 25% of the total 
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of delivery. 


use. There is some processing of 
mustard seed in Canada, concentrating 
on milling seed for its flour and for 
condiments. Most of the mustard seed 
processed in Canada is the yellow 
type; however some brown and oriental 
types are also milled mainly to be 
blended with yellow mustard flour for 
customers who want a spicier product. 
Statistics on domestic use are not 
available. Therefore, domestic use is 
calculated as a residual after deducting 
exports and carry-out stocks from total 


supply. 


Exports 

Canadian mustard seed exports are 
mainly in the bulk, unprocessed form. 
Europe (mainly Belgium, Netherlands, 
Germany, France and United 
Kingdom), Asia (mainly Bangladesh, 
India, Japan, Thailand and South 
Korea), and the US account for the 
majority of the exports. Europe imports 
mainly brown mustard seed, Asia 
mainly oriental and the US mainly 
yellow. 


For 2004-2005, Canadian exports are 
expected to increase from 2003-2004 
due to higher total supply. 


In addition to seed exports, some of the 
mustard seed flour produced in Canada 
is exported to the US and other 
markets. 


Prices 

Canadian prices are determined on an 
export basis because Canada exports 
about 75% of its production. Therefore, 
they are highly sensitive to the value of 
the Canadian dollar in foreign markets. 
Prices of the yellow type are usually 
higher than for the brown and oriental 
types. However, since yields of the 
yellow type are usually lower, earnings 
per hectare tend to be similar for all 
three types over the long-term. Since 
there is no futures market for mustard 
seed, prices are negotiated directly 
between the producer, dealer, and 
customer based on supply and demand 
factors for each type of mustard seed. 
The prices negotiated could be for 
immediate delivery or for delivery at 
some future date. 


For 2004-2005, prices for No.1 grade of 
all types of mustard seed are expected 
to average lower than in 2003-2004, 
because of higher supply. 


OUTLOOK 


World: 2005-2006 
World mustard seed production 


(excluding India, Pakistan, and 
Bangladesh) is forecast to decrease by 
21% from 2004-2005 to 620,000 t, due 
mainly to lower production in Canada. 


Canada: 2005-2006 

Area seeded is estimated to decrease 
by 26% from 2004-2005 due to 
expected high carry-in stocks and 
relatively low prices. 


Assuming normal abandonment rates 
and normal precipitation during the 
growing season, production is forecast 
to decrease by 41% to 180,000 t. 


2001- 


Aug - July crop year 2002 
Seeded Area (000 ha) 166 
Harvested Area (000 ha) 158 
Yield (t/ha) 0.66 


Carry-in stocks 
Production: 

Yellow 51 
Brown 21 
Oriental oo 
Total Production 


Imports 


Total Supply 
Exports: 
United States 46 
Europe 70 
Asia 52 
South and Central 

America Pe 
Africa and Middle East Sh 
Total Exports 1 


Total Domestic Use 
Total Use 


Carry-out Stocks 


Stocks-t 


Seeded Area (000 ac) 
Harvested Area (000 ac) 390 
Yield (lbs/ac) 589 


Average producer price** 


Yellow $/t 1,058 
$/lb 0.48 
Brown $/t 474 
$/lb 0.215 
Oriental $/t 342 
$/lb 0.155 


Source: Statistics Canada and AAFC 


**Saskatchewan, No.1 CAN grade 


2002- 


f: Agriculture and Agri-Food Canada forecast, May 2005 

*Note: Domestic use is calculated residually. For 2001-02, based on export and carry-out 
stocks data, it appears Statistics Canada’s production estimate may be low or carry-out 
stocks high resulting in a very low residual. 


Production is expected to decrease 

for all three types. Assuming normal 
growing and harvest conditions, 
average quality is expected to return to 
normal. Total supply is forecast to 
decrease by 9%, as lower production is 
partly offset by higher carry-in stocks. 
Carry-in stocks are expected to include 
a large portion of low quality seed. 
Exports are forecast to increase 
because of stronger demand and carry- 
out stocks are forecast to decrease. 


The lower supply is expected to 
support prices, with average prices 


2003- 


2003 2004 2005f 2006f 
289 340 317 233 
255 328 304 226 

0.60 0.69 1.00 0.80 
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79 124 126 80 

38 67 92 50 

37 35 87 50 
226 


62% 


714 840 783 “576 
630 810 751 558 
535 616 892 714 


694 386 309 342 


0.315 0.175 0.14 0.155 
672 386 309 320 
0.305 0.175 0.14 0.145 
430 419 309 320 
0.195 0.190 0.14 0.145 
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Recognition System (CIPRS) can 
assist the industry in the marketing and 
delivery of special product 
characteristics. CIPRS certifies 
companies selling products through 
identity preserved programs that have 
effective quality management systems 
for the production, handling and 
transportation of several crops, 


mucilage draws water into the seed, it 


increasing for all three types. The price 
might help germination. 


spreads between grades are expected 
to decrease, assuming a return to 
normal quality. Demand for mustard seed is expected 
to increase during the next decade due 
to increased population, increased use 
of spices and increased demand for 


other uses such as mucilage. 


The main factor to watch is 
precipitation during the growing and 
harvest periods. 


Canada: longer-term 

There is strong and growing demand 
for mucilage and plant breeders have 
responded by developing yellow 
mustard seed varieties with higher 
mucilage levels. Three newer varieties, 
Viscount, Ace and Andante, have 
mucilage levels which are about 30% 
higher than traditional varieties. Work 
is continuing on developing additional 
varieties. Higher mucilage levels are 
expected to increase demand for 
yellow mustard seed, as marketers 
promote the value of the product to end 
users. Producers could only receive 
premiums for growing varieties with 
high mucilage levels through 
segregation and identity preservation 
because there is no way to measure 
mucilage levels at the plant. However, 
premiums for high mucilage may not 
always occur even with segregation 
and identity preservation if the price of 
yellow mustard seed is too high, 
because users of mucilage may switch 
to substitute products, such as guar 
gum. There could be one side benefit 
of increased mucilage levels. Since 


years when prices are low. 


is expected for mustard seed. 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin 
MISB, Saskatchewan Agriculture and Food, Alberta Agriculture, Food and Rural Di 


US FARM SECURITY AND RURAL INVESTMENT ACT OF 2002 (FSRIA) 


Mustard seed is also eligible for the minor oilseeds direct payment of US$0.008/Ib. 
However, this is based on historical seeded area and yields and is theoretically 
decoupled from the area seeded during the year of the payout. Mustard seed is 
eligible for the “minor oilseeds” counter—cyclical support based on the target price 
of US$0.098/Ib for crop years 2002 and 2003, and US$0.101/Ib for crop years 2004 
to 2007. However, in calculating a counter-cyclical payment, the direct payment is 
first deducted from the target price. Therefore, since the target price minus the direct 
payment is less or equal to the loan rate or market price, no counter cyclical payment 


A potential additional use of mustard 
seed could be for biodiesel. Oil 
crushed from mustard seed can be 
used in the production of biodiesel, a 
fuel for compression-ignition engines 
coming from biological sources. 
However, the mustard seed oil price 
would have to be competitive with 
alternative sources, such as soyoil and 
canola oil. Therefore, biodiesel might 
become a market for low quality 
mustard seed. 


Demand is expected to grow from end 
users for identity preservation (IP) to 
ensure specific quality characteristics. 
IP systems ensure traceability of 
product from the end-user back to the 
producer. It involves documentation for 
each step of production, handling and 
processing, as well as production, 
handling and processing standards, 
and auditing. Although there will be 
extra cost in an IP system, it will be an 
important marketing tool for Canadian 
mustard seed. The mustard seed 
industry is examining how the CGC’s 
Canadian Identity Preserved 


Under the previous FAIR Act, the national loan rate for “minor oilseeds” which 
included mustard seed was US$0.093/Ib. Under the FSRIA, a separate loan rate 
was established for mustard seed at US$0.0988/Ib for 2002-2003 and this was 
scheduled to increase to US$0.1019/lb for 2003-2004. However, in 2003-2004 a 
single rate was re-established for all “minor oilseeds”, including mustard seed, at 
US$0.096/Ib. For crop years 2004-2007, the loan rate was lowered to US$0.093/Ib. 
These rates are for the top grade and there are discounts for lower quality seed. The 
loan rate varies by county and is highest in North Dakota. The loan rate provides a 
floor return because if the price is lower than the loan rate, the producer is eligible for 
a loan deficiency payment. Mustard seed production in the US is mainly in North 
Dakota and Montana and nearly all of the production is the yellow type. Although 
average prices paid to producers were above the loan rate during crop years 2002- 
03 to 2004-05 and producers did not receive a loan deficiency payment, the loan 
program supports mustard seed production because it provides a floor return in 


including mustard seed 


For periodic updates on the situation 
and outlook for mustard seed, visit the 
Market Analysis Division Website for 
“Canada: Pulse and Special Crops 
Outlook.” 


For more information please 
contact: 
Stan Skrypetz, 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES April 18, 2005 


PRAIRIE GRAINS 

This week Last week Month ago Year ago 
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rom: Hamilton, ON EA ee Se 279.43 264.33 418.90 
303.76 303.76 288.66 


| ___ Moncton, NB [track 322.51 307.41 461.98 


325.73 325.73 310.63 465.20 
374.36 374.36 513.83 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


359.26 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 
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B. CASH PRICES AND REPLACEMENT VALUES May 2, 2005 
Selected Points Price Basis 2-May-05 18-Apr-05 4-Apr-05 3-May-04 
From: Thunder Bay(WCE) (2) 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where ap plicable 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 6%, from 2004-05, as increases for 
lentils, dry beans, sunflower seed and chickpeas are more than offset by decreases for dry peas, mustard seed and canary seed. 
Statistics Canada’s (STC) seeding intentions survey, conducted during March 14-31 and released on April 21, provided estimates 
for most pulse and special crops by province, but in some cases the area seeded has been forecast by AAFC. The actual seeded 
areas may differ from the intentions due to changes in the market outlook and expected prices, producer reaction to the STC 
seeding intentions report and soil moisture conditions at the time of seeding. To date, only a small amount of seeding has been 
completed. It is assumed that precipitation will be normal for the seeding, growing and harvest periods. Trend yields are 
assumed for both western and eastern Canada, as soil moisture reserves are generally normal. It has been assumed that the 
abandonment rate and average quality will be normal. 
Total production in Canada is forecast to decrease by 12%, from 2004-05, to 4.63 million tonnes (Mt). Total supply is expected to 
decrease only slightly to 5.74 Mt as higher carry-in stocks offset most of the decrease in production. Exports are forecast to 
increase moderately due to stronger demand, while domestic use is expected to be similar to 2004-05 because higher average 
quality reduces dockage and non-traditional use. Carry-out stocks are expected to decrease. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas, mustard seed and canary seed, decrease for lentils, dry beans and 
sunflower seed, and be the same for dry peas and buckwheat. However, prices are expected to be sensitive to any production 
problems. The main factor to watch will be precipitation during the spring, summer and fall in Canada. Other factors to watch 
are the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 
conditions in major producing regions, especially United States, European Union, Turkey, India and Australia. 


DRY PEAS 

For 2005-06, production and supply are 
forecast to decrease due a 2% fall in seeded 
area and lower trend yields. Production is 
expected to decrease for yellow, green and 
other types. World supply is expected to 
decrease marginally to 12.7 Mt and use is 
forecast to increase slightly, resulting in 
lower carry-out stocks. Canadian exports 
are expected to decrease slightly due to 
increased competition from the US, where 
production is forecast to rise sharply, but 
domestic use is forecast to increase due to 
stronger demand in the feed sector. Carry- 
out stocks are forecast to decrease, with a 
s/u of 12%. The average price, over all 
types, grades and markets, is forecast to be 
the same as in 2004-05, in line with the 
relatively stable world supply. 


LENTILS 

For 2005-06, production is forecast to 
decrease, as a 4% rise in seeded area is more 
than offset by lower trend yields. 
Production is forecast to decrease for large, 
medium and small green types, but remain 
stable for the red type. Supply is expected 
to increase as higher carry-in stocks more 
than offset the fall in production. World 
supply is forecast to increase by 5% to 4.1 
Mt due to higher carry-in stocks. Although 
world use is expected to increase, carry-out 
stocks are forecast to rise. Although 
Canadian exports are expected to increase 
due to higher demand, carry-out stocks are 
forecast to rise, with a s/u of 29%. The 
average price, over all types and grades, is 
forecast to decrease slightly from 2004-05, 
as pressure from higher world supply is 
mostly offset by higher average quality. 


DRY BEANS 

For 2005-06, production and supply are 
forecast to increase, due to an 18% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for all classes, including white pea, 


pinto, black, dark and light red kidney, 
cranberry, Great Northern, small red and 
pink. In the US, production is forecast to 
increase by 37% to 1.07 Mt, while supply 
increases by only 10% to 1.15 Mt due to 
lower carry-in stocks. Canadian exports are 
forecast to increase due to higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 5%. The average price, over 
all classes and grades, is forecast to decrease 
due to the higher supply. 


CHICKPEAS 

For 2005-06, production is forecast to 
increase, as a 15% higher seeded area and 
lower abandonment more than offset lower 
trend yields. Production is expected to 
increase mainly for the large kabuli type, 
with only minor increases for the small 
kabuli and desi types. Supply is forecast to 
decrease, due to lower carry-in stocks. 
World supply is expected to decrease 
marginally to 8.8 Mt. Canadian exports are 
forecast to remain stable, while carry-out 
stocks remain at a low level. The average 
price, over all types, grades and sizes, is 
forecast to increase due to higher average 


quality. 


MUSTARD SEED 

For 2005-06, production and supply are 
forecast to decrease because of a 26% fall in 
seeded area and lower trend yields. 
Production is expected to decrease for all 
types, yellow, brown and oriental. Exports 
are forecast to rise due to higher demand and 
carry-out stocks are forecast to decrease, 
with a s/u ratio of 57%. The average price, 
over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2005-06, production is forecast to 
decrease due to a 50% fall in seeded area. 
World supply is forecast to decrease by 14% 
to 350,000 t. Canadian exports are expected 
to increase due to higher demand and carry- 


April 25, 2005 


out stocks are forecast to decrease, with a 
s/u ratio of 35%. The average price is 
forecast to increase slightly because of the 
lower supply. 


SUNFLOWER SEED 

For 2005-06, production and supply are 
forecast to increase due to a 36% rise in 
seeded area, lower abandonment and higher 
trend yields. Production is expected to 
increase for both types, confectionery and 
oilseed. US supply is forecast to increase by 
30% to 1.43 Mt. World supply is expected 
to increase marginally to 27.1 Mt. Canadian 
exports and domestic use are forecast to 
increase because of the higher supply. 
Carry-out stocks are expected to increase, 
with a s/u of 12%. The average price, over 
both types and all grades, is forecast to 
decrease because of the higher supply in US 
and Canada. 


BUCKWHEAT 

For 2005-06, Canadian production and 
supply are forecast to increase, with a stable 
seeded area, lower abandonment and higher 
trend yields. Exports are forecast to increase 
and carry-out stocks are expected to be very 
low. The average price is forecast to be the 
same as in 2004-05, as support from lower 
world supply is offset by higher Canadian 


supply. 


FURTHER INFORMATION: 

Stan SKrypet ........ccceseeeee (204) 983-8972 
Berni cccccsaccocssscense skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
Beem al o.....caccccccoecesaceses olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION April 25, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha ------------------------ thousand metric tonnes - --------------.-—- Sit 

Dry Peas 
2001-2002 1,344 1,285 heehi 2,023 OM 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,000 41 1,681 628 743 310 210 
2003-2004 1,303 eae 167, 2,124 24 2,458 se le 936 205 175 
2004-2005f 1,388 1,345 2.48 3,338 20 3,563 1,950 1,063 550 115-145 
2005-2006f 1,362 1,330 2.10 2,790 20 3,360 1,900 1,110 350 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 os, 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 7 1,006 540 316 150 295-325 
2005-2006f 810 785 116 910 5 1,065 575 250 240 290-320 
Dry Beans 
2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 117 70 445 
2003-2004 167 167 Zuko 356 31 457 344 83 30 495 
2004-2005f 163 126 mre) 220 30 280 205 70 a 645-675 
2005-2006f 193 189 1.85 350 30 385 290 75 20 525-555 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005f 47 39 1.31 51 5 76 35 36 5 355-385 
2005-2006f 54 52 Ailey 60 5 70 35 30 5 390-420 
Mustard Seed 
2001-2002 166 158 0.66 105 3 213 171 n/a 33 685 
2002-2003 289 255 0.60 154 9 196 114 Ze 60 595 
2003-2004 340 328 0.69 226 Z 288 121 75 92 390 
2004-2005f 317 304 1.00 305 2 399 140 84 di 295-325 
2005-2006f 233 226 0.80 180 2 357 150 ras 130 310-340 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 251 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 180 42 145 215-245 
2005-2006f 179 174 0.95 165 0 310 185 45 80 225-255 
Sunflower Seed 
2001-2002 13 67 255 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 157 21 200 105 60 She 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 475-505 
2005-2006f 119 112 1.47 165 a5 185 90 75 20 385-415 
Buckwheat 
2001-2002 16 14 1.14 16 1 1, 6 8 3 320 
2002-2003 12 12 1.00 12 1 16 6 ts 2 340 
2003-2004 9 9 1.11 10 1 14 5 7 2 350 
2004-2005f 9 ri 0.71 5 1 8 i 6 0 340-370 
2005-2006f 9 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops(c.) 
2001-2002 Slot 2,993 deze 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 1,230 613 
2003-2004 2,797 Aloe 35 3,680 81 4,374 2,495 1,400 479 
2004-2005f 3,136 2,948 1.78 5,234 90 5,803 3,092 1,676 1,035 
2005-2006f 2,959 2877, 1.61 4,629 78 5,742 3,229 1,668 845 


(a) August-July crop year. 

(b) Excludes products. 

(c.) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, April 25, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 
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E & | Agroalimentaire Canada 
CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2006-07, the total area seeded to pulse and special crops in Canada decreased by 12% from 2005-06, as higher areas for dry peas, chickpeas 
and buckwheat were more than offset by lower areas for lentils, dry beans, mustard seed, canary seed and sunflower seed. Statistics Canada’s 
(STC) seeded area survey released on June 22, provided estimates for most pulse and special crops by province, but for some of the smaller 
producing provinces the area seeded has been forecast by AAFC. Crop development is generally ahead of normal. The abandonment rate is 
expected to be normal, except for dry peas and canary seed in Saskatchewan for which slightly higher than normal abandonment is forecast 
because of excessive moisture in north-eastern Saskatchewan, where a significant portion of these crops are produced. Yields are generally 
expected to be slightly lower than trend in western Canada because of hot and mostly dry weather during July. Trend yields are expected for 
eastern Canada. It is assumed that precipitation will be normal for the harvest period and that quality will be normal. The dry pea, lentil, 
chickpea and mustard seed harvest has started. 


August 4, 2006 


Total production in Canada is forecast to decrease by 19%, from 2005-06, to 4.29 million tonnes (Mt). Total supply is expected to decrease by 
15% to 5.75 Mt, as higher carry-in stocks offset some of the decrease in production. Exports, domestic use and carry-out stocks are forecast to 
decrease because of the lower supply. Average prices, over all types, grades and markets, are forecast to increase for dry peas, lentils, mustard 
seed, canary seed and sunflower seed, decrease for dry beans and chickpeas, and be the same for buckwheat. The stronger Canadian dollar, 
compared to the US dollar, is expected to have the largest impact on dry bean and sunflower seed prices, as Canadian prices for these crops are 
directly related to US prices. The main factors to watch are Canadian weather conditions, especially precipitation, during the remainder of the 
growing period for late crops, dry beans, sunflower seed and buckwheat, and during the harvest period for all crops. Other factors to watch are 
the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing conditions in the major 


producing regions, especially the United States, Australia, India and Mexico. 


DRY PEAS 

For 2006-07, production and supply are forecast 
to decrease, as lower yields and higher 
abandonment more than offset the 4% increase in 
seeded area. Production is expected to decrease 
for yellow, green and other types. World supply 
is forecast to decrease by 2% to 11.86 Mt as 
slightly higher production, mainly in the US and 
EU, is more than offset by lower carry-in stocks. 
Canadian exports are forecast to decrease 
because of lower Canadian supply and lower 
demand in the EU feed markets. Carry-out 
stocks are forecast to decrease, with a stocks-to- 
use ratio (s/u) of 7%. The average price, over all 
types, grades and markets, is expected to rise 
from 2005-06 due to the lower supply. 


LENTILS 

For 2006-07, production and supply are forecast 
to decrease sharply due to a 34% lower seeded 
area and lower yields. Production is expected to 
decrease sharply for large, medium and small 
green lentils, but increase for red lentils. Carry- 
in stocks are forecast to be high for green lentils, 
but low for red lentils. World supply is forecast 
to decrease by 2% to 4.43 Mt, due to a fall in the 
supply of green lentils. Canadian exports are 
expected to increase because of a higher supply 
of red lentils. Carry-out stocks are forecast to 
decrease sharply, with a s/u of 35%. The average 
price is forecast to increase for green lentils, as 
the supply of green lentils decreases, but decrease 
for red lentils, as the supply of red lentils 
increases. Over all types and grades, the average 
price is forecast to increase. 


DRY BEANS 

For 2006-07, production is expected to decrease 
slightly, as a 15% lower seeded area is partly 
offset by lower abandonment and higher yields. 
Production is forecast to increase for Great 
Northern, pinto and black beans, decrease for 
light and dark red kidney and cranberry beans, 


and remain stable for white pea, pink and small 
red beans. Supply is expected to increase slightly 
because of higher carry-in stocks. In the US, 
production is expected to decrease by 14% to 
1.025 Mt, while supply decreases by only 8% to 
1.215 Mt due to higher carry-in stocks. 
Canadian exports are forecast to increase due to 
the higher supply. Carry-out stocks are expected 
to remain stable, with a s/u of 7%. The average 
price, over all classes and grades, is forecast to 
decrease because of the higher Canadian supply, 
increased share of lower priced classes of beans 
in total production, and the stronger Canadian 
dollar. 


CHICKPEAS 

For 2006-07, production and supply are forecast 
to increase, as an 82% higher seeded area more 
than offsets lower yields. Production is forecast 
to increase for all types, large kabuli, small 
kabuli and desi. World supply is expected to 
decrease by 2% to 8.9 Mt, as an increase for the 
kabuli type is more than offset by a decrease for 
the desi type. Although Canadian exports are 
forecast to increase because of the higher supply, 
carry-out stocks are expected to rise, with a s/u of 
10%. The average price, over all types and 
grades, is forecast to fall due to higher world 
supply of the kabuli type, which accounts for 
about 85% of Canadian production, although the 
price of the desi type is forecast to increase. 


MUSTARD SEED 

For 2006-07, production and supply are forecast 
to decrease because of a 34% lower seeded area 
and lower yields. Production is expected to 
decrease for all types, yellow, brown and 
oriental. A significant portion of the carry-in 
stocks is expected to be low quality seed. 
Exports are expected to rise due to higher 
demand and carry-out stocks are forecast to 
decrease sharply, with a s/u of 34%. The average 


price, over all types and grades, is expected to 
increase due to the lower supply. 


CANARY SEED 

For 2006-07, production and supply are forecast 
to decrease due to a 34% lower seeded area and 
lower yields. World supply is forecast to 
decrease by 21% to 345,000 t. Canadian exports 
are expected to decrease slightly due to higher 
prices, while carry-out stocks decrease sharply, 
with a s/u of 43%. The average price is forecast 
to rise because of the lower supply. 


SUNFLOWER SEED 

For 2006-07, production and supply are forecast 
to increase as a 13% lower seeded area is more 
than offset by lower abandonment and higher 
yields. Production is expected to increase for 
both types, confectionery and oilseed. US supply 
is expected to decrease by 22% to 1.49 Mt. 
Canadian exports are forecast to increase because 
of the higher supply. Carry-out stocks are 
expected to remain stable, with a s/u of 15%. 

The average price, over both types, is forecast to 
increase only slightly, as support from lower US 
supply is mostly offset by pressure from higher 
Canadian supply and the stronger Canadian 
dollar. 


BUCKWHEAT 

For 2006-07, Canadian production and supply are 
forecast to increase due to higher seeded area. 
The average price is expected to be the same as 
in 2005-06. 


FURTHER INFORMATION: 

Stam iSkiy Peed c.ccssseccveresseaces (204) 983-8972 
BOOM GAL cceesesaccecenesseeee skrypetzs@agr.gc.ca 

Fred Oleson, Chief .............. (204) 983-0807 
FOUN ANT, <cccsacsencescsesnnsaaneses olesonf@agr.ge.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION August 4, 2006 


Total 
Area Area Total Domestic Use Carry-out Average 
Grain and Seeded Harvested Yield Production Imports(b) Supply Exports (b) (d) Stocks _ Price (e) 


Crop Year (a thousand ha cl TH OUISATICIIMETICITON 1G Steee ee 


Dry Peas 

2002-2003 1,297 1,050 1.30 1,365 A 1,681 626 745 310 210 
2003-2004 siecle) eral 1.67 2,124 24 2,458 1,316 937 205 175 
2004-2005 1,388 1,345 2.48 3,338 Si 3,600 1,853 oz 595 1S 
2005-2006p 1,366 1,319 PINS 3,100 90 3,785 2,500 985 300 120 
2006-2007f 1,420 1,349 2.08 2,800 100 3,200 2,000 1,000 200 115-145 
Lentils 

2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 367 175 38 420 
2004-2005 778 750 1.28 962 10 1,010 451 314 245 310 
2005-2006p 884 862 1.48 1,278 10 ROSS 640 313 580 230 
2006-2007f 587 558 1.20 670 10 1,260 680 250 330 245-275 
Dry Beans 

2002-2003 230 219 1.89 414 40 489 298 96 95 445 
2003-2004 167 167 Pa.) 356 ot 482 344 83 55 495 
2004-2005 163 126 eS 220 28 303 278 20 5 650 
2005-2006p 197 175 1.85 324 35 364 295 44 25 495 
2006-2007f 168 165 1.94 320 30 375 305 45 25 470-500 
Chickpeas 

2002-2003 221 154 1.01 156 9 345 105 160 80 300 
2003-2004 63 63 1.08 68 2, 150 74 5A 25 330 
2004-2005 47 39 Lett 51 4 80 47 28 5 385 
2005-2006p 79 Ve 1.42 104 8 117 75 37 5 485 
2006-2007f 144 132 1.14 150 5 160 105 40 15 410-440 
Mustard Seed 

2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 es 92 390 
2004-2005 SHIT 304 1.01 306 1 399 119 86 194 295 
2005-2006p 212 206 0.98 201 1 396 135 86 TAS 265 
2006-2007f 140 135 0.89 120 1 296 140 81 159 285-015 
Canary Seed 

2002-2003 287 227 0.78 176 0 206 160 26 20 575 
2003-2004 251 243 0.93 226 0 246 165 14 67 345 
2004-2005 356 318 0.95 301 0 368 163 35 170 230 
2005-2006p 190 186 1.22 227 0 397 180 32 185 195 
2006-2007f 125 117 0.98 115 0 300 NWA) 35 90 200-230 
Sunflower Seed 

2002-2003 100 95 1.65 Key 21 200 105 60 35 440 
2003-2004 119 is 1.30 150 16 201 96 80 25 405 
2004-2005 87 59 0.92 54 35 114 32 64 18 490 
2005-2006p 93 hs led9 89 25 132 45 67 20 345 
2006-2007f 81 76 1.45 110 20 150 60 70 20 335-365 
Buckwheat 

2002-2003 VW 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 fexlat 10 1 14 5 if 2 355 
2004-2005 9 if 0.71 5 1 8 4 4 0 355 
2005-2006p i 6 11.238) 8 1 9 4 5 0 355 
2006-2007f 10 9 1.00 9 1 10 5 5 0 340-370 
Total Pulse And Special Crops (c) 

2002-2003 3,036 2,399 1.16 2,788 130 3,627 1,734 1,235 658 

2003-2004 2,805 2,732 ars5 3,680 81 4,419 2,488 1,422 509 

2004-2005 3,145 2,948 1.78 5,237 136 5,882 2,947 1,703 tpZo2 
2005-2006p 3,028 2,902 1.84 5,331 170 6,733 3,874 1,569 1,290 
2006-2007f 2,675 2,541 1.69 4,294 167 By 7AaH 3,470 1,526 755 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. Total domestic use is calculated residually. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 

p: preliminary 

f: forecast, Agriculture and Agri-Food Canada, August 4, 2006 


Source: Statistics Canada and industry consultations. 


CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION April 25, 2005 


Grain and Area Imports Total Exports Food and Feed, Total Dom- Carry-out Average 
Crop Seeded Harvested Yield Production (b) Supply (c) Ind. Use (e) & Dockage estic Use (d) Stocks Price (f) 
(a) ==--n----- 000 ha------ tha -----------------...-..- thousand metric tonnes- ---------------.--...-. $/t 

Durum 

2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 dey 220 684 1,788 224.21 

2004-2005f 2,230 2,141 PLB 4,962 ] 6,751 3,100 255 476 951 2,700 200 * 

2005-2006f 2,354 2,300 2.08 4,790 1 7,491 3,600 260 411 891 3,000 188 * 

Wheat Except Durum 

2003-2004 8,179 8,009 = 2.41 19D 16 23,399 12,300 IAA i bes S222 6,804 4,292 206.03 

2004-2005f 8,170 IEIOIR PINS 5 | 20,898 10 25,200 11,700 2,770 4,800 8,300 5,100 187 * 

2005-2006f 7,860 fpseRe par \y: 18,750 10 23,860 12,400 2,800 3,640 7,260 4,200 183 * 

ALL WHEAT 

2003-2004 10,662 10,467 2.25 Za S52 18 29,295 15,727 3,027 3,442 7,488 6,080 

2004-2005f 10,399 9,862 2.62 25,860 11 31,952 14,900 3,025 5,276 9252 7,800 

2005-2006f = 10,213 9.895" 9 238 23,540 11 31,351 16,000 3,060 4,051 8,151 7,200 

eee Ea eee eee 

Barley 

2003-2004 5,046 4,446 2.77 12,328 36 13,838 2,445 298 8,574 9,286 2,108 135.80 

2004-2005f 4,678 4,050 3.26 13,186 50 15,344 2,100 300 9,339 10,044 3,200 100-120 

Aen 4,700 4,215 3.00 12,660 30 15,890 2,500 380 9,505 10,290 3,100 100-120 
orn 

2003-2004 1,265 [22655 7.82 9,587 2,107 12,804 342 2,415 8,892 11,319 1,143 137.18 

2004-2005f 1,185 1,072 8.24 8,836 2,100 12,078 150 2,650 8,263 10,928 1,000 90-110 

rarer 1,144 1,120 7.66 8,580 2,400 11,980 150 2,700 8,315 11,030 800 90-110 
ats 

2003-2004 p08 2 LS ian 2234 3,691 19 4,234 | Pee 140 1,569 1,876 800 136.65 

2004-2005f 1,995 E319 92:30 3,683 20 4,504 1,500 150 1,567 1,904 1,100 120-140 

aes 2,292 D7 10oe 2:0) 4,360 15 5,475 1,800 170 1,905 Pape [s) 1,400 105-115 
ye 

2003-2004 246 147222 327 0 357 171 47 70 135 50 104.44 

2004-2005f 284 1654 2:53 418 l 469 250 48 99 164 a) 65-85 

2005-2006f 228 145) 2.14 310 1 366 150 48 101 166 50 65-85 

Mixed Grains 

2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 233 111 2.87 318 0 318 0 0 318 318 0 

2005-2006f 249 145 = 2.83 410 0 410 0 0 410 410 0 

TOTAL COARSE GRAINS 

2003-2004 9,070 (SVAN = Brel) 2053, ie Gt 31,617 4,516 2,900 19,489 23,001 4,101 

2004-2005f 8,374 6,713 3.94 26,441 2,171 32,713 4,000 3,148 19,586 23,398 55355 

2005-2006f 8,612 1,335 3:59 26,320 2,446 34,121 4,600 3,298 20,236 24,171 5,350 

a ee es eee 

Canola 

2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390! 110 3,542 612 387.04 

2004-2005f 5,319 4,938 P57 1,128 “2150 8,490 3,400 3,200! 420 3,665 1,425 285-325 

2005-2006f 4,886 4,767 1.41 6,725 200 8,350 3,400 3,100! 555 3,700 1,250 280-320 

Flaxseed 

2003-2004 745 728 1.04 754 9B) 905 609 n/a n/a 199 97 382.13 

2004-2005f 728 528 0.98 517 35 649 455 n/a n/a 144 50 525-575 

2005-2006f 868 846 1.21 1,025 20 1 095 700 n/a n/a 245 150 320-360 

Soybeans 

3003-2004 1,051 1,047 92.17 2,208. «587 3,000 913.5 1,500" 319 1,947 140 395.04 

2004-2005f 1,229 LTS a9 3,048 400 3,588 £0007 — 1,450! 488 2,063 325 225-265 

2005-2006f 225 1,211 2.47 2,990") «250 3,765 1,000 1,750! 505 2,305 400 200-240 

TOTAL OILSEEDS 

2003-2004 6,531 6,464 P52z 9,794 852 11,813 5,276 n/a n/a 5,688 849 

2004-2005f CEA GI 6,643 1.70 11,293" 7.585. 12727 4,855 n/a n/a 5,873 2,000 

2005-2006f 6,979 6,823 L537 10,740 470 13,210 5,100 n/a n/a 6,310 1,800 

TOTAL GRAINS AND OILSEEDS 

2003-2004 26,263 24,461 2.44 59,663 3,030 (EAI O ss) 25,518 n/a n/a 36,177 11,030 

2004-2005f 26,050 23,219 2.74 63,595 °2,,767, Ti392 23,152 n/a n/a 38,482 fea) Be 

2005-2006f 25,805 24,053 2.52 60,600 2,927 78,682 25,700 n/a n/a 38,632 14,350 


a) August - July crop year except corn and soybeans which are September - August. 
Excludes imports of products. 
c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 
d) Total = F&I + FWD + Seed Use we 
e) Industrial use excludes flaxseed due to data confidentiality. ; 
Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final Bue I/S St. Lawrence/Vancouver), 
Barley (No. | feed, WCE, cash, I/S Wethbudeeyi Corn (No.2 CE, cash, I/S Chatham), Oats ie No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 
Blacseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


8 B Pool Return Outlook (PRO) - March 2005 : 

oe Sones for Food and ees se is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada -April 25, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


Statistics Canada’s survey of seeding intentions for 2005 indicates that Canadian farmers plan to increase their 
areas of durum wheat, flaxseed, oats and summerfallow, leave their areas of barley, soybeans relatively unchanged, 
while seeding less non-durum wheat, rye, corn and canola. Agriculture and Agri-Food Canada (AAFC) forecasts 
that total production of grains and oilseeds in Canada will decline by 5%, to 61 million tonnes (Mt), just above the 
10-year average of 59 Mt. In western Canada, production is forecast to decrease by 5%, to 46 Mt. The decline is 
due to reduced seeded area and expectations of lower yields compared to the above-normal levels achieved for 
most crops in 2004. Normal abandonment, trend yields and normal crop quality have been assumed for both 
western and eastern Canada. Soil moisture reserves are generally good in western Canada. Total exports of 
grains and oilseeds are forecast to increase by 8% due to increased supplies and better quality. Canadian prices 
for all grains and oilseeds will remain pressured by lower world prices and the relatively strong Canadian dollar. 
Factors to watch are: Chinese import demand, South American growing conditions, EU grain export subsidy 
levels, the US winter wheat condition, ocean freight rates and the Canada/US exchange rate. 


WHEAT (ex-durum) 

For 2005-06, production is forecast 
to fall by 10%, with a smaller seeded 
area and lower yields partly offset by 
reduced abandonment. Carry-in 
stocks are expected to rise by almost 
20%, however, due to the low quality 
of the 2004-05 crop, and will be 
largely of low quality wheat so that 
supply falls by only 5%. Exports are 
forecast to increase by 0.6 Mt due to 
increased supplies of high quality 
wheat. Wheat feeding is expected to 
be at an historically high level, due to 
the large carry-in stocks of feed 
wheat. Carry-out stocks are expected 
to fall by more than 15%. The CWB 
Pool Return Outlook (PRO) for high 
quality wheat is lower than 2004-05, 
due to expected higher supplies, with 
returns for lower quality wheat 
expected to be relatively unchanged. 


DURUM 

Production is forecast to decline 
slightly, with a return to lower trend 
yields more than offsetting the larger 
area, but high carry-in stocks will 
result in over 10% greater supplies. 
The increased stocks are due to the 
reduced supplies of top-quality 
durum and weak export demand as a 
result of large crops in North Africa 
and the EU in 2004-05. Exports are 
expected to increase by 16% due to 
increased supplies of good quality 
durum and reduced production in the 
EU. Carry-out stocks are projected 
to increase to a record 3.0 Mt. The 
CWB PRO for 2005-06 is down, 
largely due to increased supplies in 
North America. 


BARLEY 

Production is forecast to decline by 
about 0.5 Mt, but supply is expected 
to rise due to higher carry-in stocks 
which resulted fom the large 
production of low-quality barley in 
2004-05. Exports are expected to 
increase by nearly 20% as the supply 


of malting quality barley increases. 
Carry-out stocks are expected to 
remain high historically and the off- 
Board feed barley price is forecast to 
be similar to 2004-05. Malting barley 
prices will be pressured by higher 
world production, with the CWB PRO 
for Special Select 2-row malting barley 
down by $7/t from 2004-05 at $173/t. 


OATS 

Production is forecast to rise by 18% 
due to increased seeded area and 
reduced abandonment. Carry-in stocks 
are forecast to be higher, due to 
reduced exports in 2004-05 related to 
the poor quality of the crop. Asa 
result, total supply is expected to rise 
by 22%. Exports are forecast to rise by 
0.3 Mt due to increased supplies, 
improved crop quality and stronger US 
demand. Carry-out stocks are expected 
to reach the highest level since 1978- 
79. Therefore, oat prices are forecast to 
decline, with a smaller premium for 
milling oats. 


CORN 

Production is expected to decrease 
slightly due to lower yields, although 
harvested area is expected to rise due to 
lower abandonment. Imports are 
forecast to increase, following lower 
corn production in eastern Canada and 
lower feed wheat and barley production 
in western Canada. Food and industrial 
use is forecast to rise marginally due to 
increased ethanol production. Prices 
are expected to remain pressured by 
low US prices and the strong Canadian 
dollar. 


CANOLA 

Production is forecast to decrease by 
about 1.0 Mt to 6.7 Mt because of 
lower seeded area and yields. Carry-in 
stocks are expected to rise sharply, to 
1.4 Mt, the 2" highest on record, as 
domestic crush and exports for 2004-05 
remain pressured by sharply higher 
world oilseed supplies. Supplies are 


April 25, 2005 


expected to remain historically high. 
Exports are forecast to remain stable 
while domestic crush declines slightly. 
Carry-out stocks are projected to drop 
but remain burdensome. Prices are 
projected to decline marginally due to 
lower world soybean and soyoil prices. 


FLAXSEED (excluding solin) 
Production is expected to nearly double, 
to the highest level since 1998-99, 
because of the sharp rise in seeded area 
and yields. The rise in supplies is 
expected to be moderated by the tight 
carry-in stocks, as exports to the EU in 
2004-05 remain strong despite sharply 
higher prices. Exports and total domestic 
use are forecast to rise. Carry-out stocks 
are forecast to triple to near-record levels 
pressuring prices to historically more 
normal levels. 


SOYBEANS 

Production is forecast to decline 
marginally, as lower yields are more 
than offset by the rise in harvested area. 
Record carry-in stocks are expected 
because of high imports and the slower 
crush pace in 2004-05. Record large 
supplies are projected. Exports are 
forecast to remain stable, while domestic 
crush increases to historically normal 
levels. Carry-out stocks are expected to 
remain burdensome. The price of 
soybeans is forecast to fall due to lower 
US and South American soybean prices. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox...(204) 983-8465 
Birt ail. Soiccsstecstrevesesee lennoxg@agr.gc.ca 

Coarse Grains...Joe Wang ......... 983-8461 
BUG Gs ..cccseccscaseatcosens wangjz@agr.gc.ca 

Oilseeds....Chris Beckman........... 984-4929 
Bea AN ocset cs eoetorcexesin beckmac@agr.gc.ca 

Fred Oleson, Chief ............cccccssees 983-0807 
BMA coostecssccsexcacoeses olesonf@agr.ge.ca 


www.aer.gce.ca/mad-dam 
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SOYBEANS: SITUATION AND OUTLOOK 


Soybean prices have decreased sharply during 2004-05 under pressure from record large production in the US combined with 
an expected record large output in South America. The consumption of soybeans is also growing, although at a slower pace, 
as rising world incomes increase the demand for soybean meal and soybean oil. World carry-out stocks are forecast to rise 
sharply. For 2005-06, world soybean prices are expected to remain depressed and slow down the expansion of soybean area 
in Brazil. Canadian output is projected to drop slightly as a decline in yields more than offsets a slight rise in harvested area. 
Over the medium term, the world soybean sector is projected to grow as the processing industry expands in emerging- 


economy countries. 


SITUATION 

Soybeans make up about 70% of the 
world’s output of the 7 major oilseeds 
(soybeans, cottonseed, peanut, 
sunflowerseed, canola/rapeseed, copra and 
palm kernel). The importance of soybeans 
in the oilseeds sector continues to grow with 
output expanding by one-quarter or 55 
million tonnes (Mt) since 2000-01. Most of 
this growth in output has been due to the 
expansion of seeded area in South America, 
primarily Brazil, which continues to develop 
its interior regions. The area seeded to 
soybeans expanded sharply in Argentina 
also. By contrast, seeded area in the United 
States (US) has remained stable. The 
growth in output in the US has been due to 
increased yields from active breeding 
programs which resulted in the release of 
improved varieties. 


For 2004-05, world soybean production is 
expected to set a record of about 219 Mt, 
supporting a sharp rise in world soybean 

supplies. 


The global soybean crush is projected to 
rise by 6% due to increased processing in 
China, Brazil, the US and Argentina. The 
growth in global processing is being 
supported by higher soyoil and soymeal 
consumption, particularly in China, as part 
of the worldwide trend towards greater 
urbanization, higher disposable incomes 
and increased consumption of animal and 
vegetable protein. 


The consumption of edible soybeans in 
human diets is also projected to rise. As part 
of the industrialization process and the 
growing sophistication of the global food 
supply chain, the processing of food-grade 
soybeans into edible products has been 
expanding, particularly in Asia. Some of 
these products, for example soy sauce, are 


then exported to the European Union (EU). 
Soybeans grown in North America may be 
shipped to Guangdong province, north of 


compared to usage, carry-out stocks of 
soybeans are expected to be burdensome 
for 2004-05. 


Hong Kong, processed and re-exported to 


Europe or North America. 


The crushing of soybeans is diversifying 
away from its historical base in the US and 


the EU into South 
America and Asia. 
This trend has 
been supported by 
financial incentives, 
differential tariffs 
and favourable 
regulations as part 
of developing 
countries’ initiatives 
to increase 
domestic 
employment and 
economic growth. 
Over the past few 
years, this move 
has been 
supported by low 
interest rates and 
the strong US 
dollar. Rising ocean 
freight rates, the 
devaluation of the 
American dollar 
and a possible rise 
in interest rates in 
2005 and beyond, 
which all increase 
costs, is expected 
to slow down the 
expansion of 
soybean crush 
plants in Asia and 
South America. 


As a result of the 
sharp rise in supply 


Record US Crop Burdens the World 
Oilseed Sector. 

The United States produced a record large 
soybean crop in 2004-05 on support from a 


Soybeans: Supply & Disposition —_| 
| 2003-04 | 2004-05e | 2005-06F 
eee 


Carry-In Stocks 
Production 
Total Supply 
Crush 

Other 

Total Usage 
Carry-Out Stocks 
Trade 


10.21 
80.28 


Carry-In Stocks 
Production 


Imports 0.08 
Total Supply 90.57 
Crush 46.13 
Other 4.03 


50.16 
28.85 


Total Domestic Usage 
Exports 


Carry-In Stocks 
Production 
Imports 

Total Supply 
Crushing 

Other 

Total Domestic Use 


e: USDA and AAFC April 2005 estimates 
f: USDA and AAFC April 2005 forecasts 
Source: USDA, Statistics Canada, AAFC 


Canada 


1.5 million acre increase in harvested area 
and a record high yield of 42.5 bushels per 
acre. Record yields were set as a result of 
the cooler than normal weather during the 
critical pod setting period in August which 
reduced floral abortion, followed by the 
warmest weather in 100 years during 
September which aided in pod filling 
allowing plants to express their genetic 
potential and bringing plants to maturity. As 
a result, US soybean output increased by 
28% from the drought reduced crop of 2003- 
04. 


Demand for US soybeans appears to be 
relatively stable as crush and exports 
rebound to pre-2003-04 levels. Domestic 
crush of soybeans is expected to reach 
about 45 Mt on growing demand for 
soybean meal. US exports are expected to 
rebound from 2003-04 but remain around 
the 28 Mt recorded in 2001-02 and 2002-03. 
Carry-out stocks are expected to be 
extremely burdensome for 2004-05, tripling 
from the tight levels of 2003-04, and double 
the 2000-01 level when the benchmark US 
farmgate price fell to US$4.50 a bushel. 


Brazil Plagued by Drought and Disease 
Brazilian soybean production is forecast at a 
record 54 Mt, 4% above 2003-04, as the 
result of hot and dry growing conditions 
combined with an outbreak of Asian rust. 
Despite the decline in output from previous 
forecasts, supplies are expected to remain 
burdensome because of the large carry-in 
stocks. 


Demand for Brazilian soybeans is expected 
to increase moderately in 2004-05. 
Domestic processing of soybeans is 
expected to grow slightly, to about 31 Mt, 
largely on an expected 1.0 Mt increase in 
soymeal exports, to about 16 Mt. Exports of 


soyoil are projected to remain 
stable at about 2.7 Mt. Exports of 
soybeans are expected to grow 
modestly, to about 21 Mt, as 
pressure from higher ocean freight 
rates and the decline in the value 
of the US dollar, against the real, 
more than offsets support by 
higher supplies. Carry-out stocks 
are expected to rise to a record 18 
Mt, vs 17 Mt for 2003-04 and the 
five year average of 15 Mt. 


Argentina Output Rises 
Argentina is the world’s third 
largest producer of soybeans, 
accounting for almost one-fifth of 
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world production and it is the 
world’s largest exporter of soymeal 
and soyoil. Soybean production 
has increased steadily over the past five 
years due to increase in seeded area 
because of the devaluation of the peso, 
domestic economic reforms and 
transformation of the agricultural industry. 
For 2004-05, Argentine soybean production 
is projected at 39 Mt, up 6.0 Mt from the 
previous year. Exports of soybeans are 
expected to be about 7.5 Mt, similar to the 
five year average. Domestic processing of 
soybeans is expected to rise slightly, up by 
less than 1 Mt to about 26 Mt. This is a 
slowdown from the rapid pace of growth in 
the early 2000’s when Argentine crushing 
grew by up to 20% a year. Similar to the US 
and Brazil, carry-out stocks are expected to 
rise to a burdensome 17 Mt, about 30% of 
the world carry-out, versus 13 Mt in 2003-04 
and the five year average of around 10 Mt. 


China is world’s largest importer 

Since 2000-01, China has emerged as a 
major driver in the world soybean market. 
For 2004-05, Chinese imports of about 23 


L Board Crush Margins Canola versus Soyb 
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For 2004-05, the soybean crush margin is trending between $40 to $60 a tonne as 
the drop in soybean meal and soyoil prices was matched by lower soybean prices. 


The soybean crush pace is forecast to remain strong for the rest of 2004-05 and into 
2005-06. 


e,f: forecast, Agriculture and Agri-Food, April 2005 
Source: Statistics Canada 


Mt are expected to make up one-third of the 
world trade in soybeans. China is also the 
world’s fourth largest soybean producer with 
output projected at 18 Mt. Chinese crush of 
soybeans has expanded by over 50% since 
2000-01, to about 29 Mt forecast for 2004- 
05. 


Some of the apparent growth in crush is due 
to the switch from small-scale processing, 
where the collection of official census data 
was uneven, to large scale operations 
where the data is easy to collect. Soybean 
crush capacity has expanded significantly in 
China over the past few years, largely in the 
coastal regions, through joint ventures 
between local companies and multi-national 
corporations. 


Edible soybeans account for about 40% of 
the soybeans consumed annually in China. 
China is a major producer and consumer of 
soy-sauce, tofu and soy-milk. Many of these 
edible products are made from soybeans 
with specialized characteristics generally 
either high protein or high-sugars. The size 
of the Chinese edible food market is 
expected to continue growing, making up a 
large, potentially underserved, segment for 
edible soybeans. 


European Union: imports hold steady 
Historically, the EU has been a major 
importer of soybeans. As a result of short 
supplies of protein meal, the EU imports 
between 14 Mt to 19 Mt of soybeans 
annually for processing. All of the soymeal 
is consumed within the EU while about one 
quarter of the soyoil is exported. With the 
soybean crush remaining relatively stable, 
the EU’s position as a soyoil exporter has 
declined in relative importance. 


Canada: record production due to good 
growing conditions in Eastern Canada 

In Canada, soybean production is 
concentrated in the provinces of Ontario and 
Quebec, although within the past few years 
soybean production has expanded in 
Manitoba. During 2004-05, the area seeded 
to soybeans in Canada increased by 17% to 
about 1.23 min ha. However, higher than 
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For 2004-05, the basis between 
Chicago-cash and Chatham 
soybeans is trending between minus 
$10 to minus $20 a tonne. The basis 
had flipped late in 2003-04 when the 


tight domestic supplies sent Ontario 
prices soaring. For 2005-06, the 
basis is forecast to average C$10 to 
$20 a tonne under the Chicago cash 
due to burdensome supplies. 


normal abandonment, due to cold and wet 
growing conditions, resulted in harvested 
area rising by only 13% to 1.18 min ha. 
Most of the loss occurred in Manitoba where 
almost one-half of the soybeans were 
abandoned. Growing conditions were near 
ideal in Ontario and Quebec where both 
provinces experienced the highest yields 
since 1999-00. 


For 2004-05, a record 3.05 Mt of soybeans 
were produced, a 33% rise in output 
compared to 2003-04. By province, 2.48 Mt 
of soybeans were produced in Ontario, 0.54 
Mt in Quebec and only 45,000 tonnes in 
Manitoba. 


Demand for Canadian soybeans is expected 
to remain strong for 2004-05, despite 
competition from burdensome US and 
South American supplies. Domestic crush of 
soybeans is expected to decline but record 
exports are expected. Exports of Canadian 
soybeans have increased sharply to Iran 
and France, more than offsetting a decline 
in shipments to Belgium and Germany. 
Carry-out stocks are forecast to rise sharply. 


Soybean prices drop sharply 

For 2004-05, the average US farmgate price 
for soybeans is expected to drop to 
US$5.40/bu from US$7.34/bu a bushel in 
2003-04. In Canada, soybean prices in- 
store Chatham are forecast to average 
C$245/t down from C$395/t in 2003-04. 
The relatively larger price drop in Canada is 


largely due to the devaluation of the US 
dollar against the Canadian dollar from 
C$1=US$0.75 on March 31 2004, to trading 
around the C$1=US$0.81-0.83 cents in 
March of 2005. If the Canadian currency 
had remained stable, the expected price for 
Canadian soybeans would have been 
C$245-285 a tonne for 2004-05. 


OUTLOOK: 2005-06 

The area seeded to soybeans is expected to 
remain stable for 2005-06 as a forecasted 
drop in the soybean area in the US offsets a 
projected small increase in the seeded area 
in Brazil. World soybean output is forecast 
to rise, as an increase in Brazilian 
production offsets a sharp drop in US output 
resulting from lower yields. 


World soybean supplies are forecast to rise 
as the sharp rise in carry-in stocks supports 
the increase in output. 


World crush of soybeans is forecast to rise 
slowly as pressured crush margins slow 
down the growth in crush capacity in 
developing countries. Other or edible 
consumption of soybeans is expected to 
grow due to increased consumption in a 
wide number of countries. Carry-out stocks 
are expected to rise sharply as the growth in 
supplies overwhelms the relatively slower 
growth in consumption. For carry-out stocks 
to remain at 2004-05 levels, the world 
soybean crush would have to rise by about 
13 Mt and edible soybean consumption 
would have to increase by about 3.0 Mt. 


US production to decline 

For 2005-06, the area seeded to soybeans 
in the US is forecast to fall by 1.3 million 
acres to 73.9 million acres, with harvested 
area forecast to 72.6 million acres. 
Assuming normal growing conditions, yields 
are expected to decline to trend levels of 
40.6 bushels per acre compared to the 
record yields set in 2004-05. 


3 
Production is forecast to fall to 2.95 billion 
bushels for 2004-05, a drop of 190 million 
bushels from the previous year. Supplies 
are projected to rise slightly to 3.36 billion 
bushels as the sharp rise in carry-in stocks 
offsets the decline in output. Demand for 
US soybeans is forecast to grow slowly 
during 2005-06 with exports and crush 
forecast to rise by 50 and 40 million 
bushels, respectively. 


Carry-out stocks are projected to rise to 425 
million bushels and the average US 
farmgate soybean price is forecast to fall by 
US$0.90 a bushel to US$4.50 a bushel. 
Factors to watch include the impact of the 
Asian rust fungus, which can overwinter on 
the kudzu plant which is common across the 
southern US, the value of the US dollar and 
ocean freight rates. 


Brazil 

For 2005-06, the area seeded to soybeans 
is expected to rise marginally as the pace of 
expansion slows down under pressure from 
lower prices, higher fertilizer costs and 
higher ocean freight rates. Total soybean 
production is forecast to rise to about 66 Mt, 
assuming normal growing conditions and 
minimal impact from Asian Rust. Total 
supplies are forecast to rise to a record 87 
Mt due to sharply higher carry-in stocks. 
Soybean exports are forecast to rise to 26 
Mt while domestic crush rises to about 32 
Mt. Carry-out stocks are projected to remain 
burdensome. 


Argentina 

The area seeded to soybeans is forecast to 
remain stable in 2005-06 under pressure 
from lower prices, implying a production of 
38 Mt. Supplies are projected to rise to 55 
Mt on support from sharply higher carry-in 
stocks. Soybean exports are forecast to rise 
to 9 Mt while the domestic crush rises 
slightly to 27 Mt. Carry-out stocks are 
forecast to rise to a record 19 Mt. 


Chinese imports to rise 

Soybean area is forecast to decline 
marginally for 2005-06 because of limited 
land area and domestic support for 
competing crops. Assuming trend yields, 
soybean production is forecast to decline 
slightly. Soybean imports are projected to 
rise to about 25 Mt for 2005-06. 


Record supplies in Canada 

The area seeded to soybeans is forecast to 
decrease marginally. Production is forecast 
to fall marginally as the return to trend yields 
more than offsets a rise in harvested area. 
Record large soybean supplies are forecast 
as large carry-in stocks more than offset the 
expected drop in output. Total domestic 
usage is forecast to rise to a record high of 
around 2.4 Mt for 2005-06 because of 
higher crushing volumes. Exports are 
projected to remain at 1.0 Mt, on support 
from shipments of identity preserved, edible 
soybeans into the human food market. 


Carry-out stocks are forecast to remain 
burdensome. 


The average price for Canadian soybeans, 
in-store Chatham, is forecast to decline to a 
range of C$200-240 a tonne under pressure 
from lower US prices. 


Soybean market expands over the 
medium term. 

By 2014-15, world soybean production is 
forecast to rise by 18% to 273 Mt with Brazil 
expected to overtake the US as the world’s 
largest producer by 2010-11, according to 
the US based Food and Agricultual Policy 
Research Institute. By 2014-15, Brazil is 
expected to produce 35% of the world’s 
soybeans while the US produces 30%. 
World soybean production is expected to 
become more concentrated with the US, 
Brazil and Argentina accounting for 85 % of 
the total world output. 


Growth in world soybeans usage is driven 
by Chinese demand as that country 
overtakes the US as the world’s largest 
consumer by 2012-13. By 2014-15, China is 
expected to consume 22%, of the world’s 
soybeans versus 18% currently. 
Consumption is expected to grow in Brazil 
and Argentina but the importance of the EU- 
25 is expected to decline because of its 
stable meal demand and high crushing cost. 
The utilization of soybeans by the rest of the 
world is forecast to remain stable at 10% of 
total world consumption. 


By 2006-07, Brazil is expected to surpass 
the US as the world’s largest soybean 
exporter and is expected to account for one- 
half of the world shipments by 2014-15. 
Further expansion of frontier lands, 
conversion of pastures, improved yields and 
an improved transportation infrastructure is 
projected to support the soybean industry, 
which is projected to reach 95 Mt by 2014. 
Exports are expected to grow to 45 Mt by 
2014-15, as the expansion of the crushing 
industry fails to keep pace with rising output. 
Crush capacity is projected to rise to about 
50 Mt over the next ten years. 


In Argentina, soybean area is forecast to 
rise by 29% over the medium term which 
combined with yield improvements is 
expected to result in a 36% rise in output. 
The domestic processing sector is expected 
to grow at the same pace, with most of the 
soy-products destined for export. 


US market share is projected to decline 
from 44% currently to 28% by 2014-15. The 
area seeded to soybeans is projected to 
remain stable, while production rises slightly 
due to increasing yields. Domestic crush is 
projected to rise at about the same rate as 
production. Exports are projected to remain 
stable at 25 Mt 


By 2014-15, Chinese import demand is 
forecast to grow and account for almost 
one-half of the world’s imports of soybeans. 
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At the same time, Chinese soybean area is 
projected to decline by 8% with improved 
yields supporting a marginal rise in output. 
Driven by strong oil demand, soybean crush 
is projected to grow by about 6% annually 
over the medium term, reaching 48 Mt, 
while food use rises to slightly under 5 Mt 
annually. 


Canadian soybean production is projected 
to rise to slightly over 3.0 Mt because of a 
stable seeded area and higher yields 
following the expected release of improved 
varieties. Canada is expected to remain 
competitive due to rising demand for 
soybeans in the crush, edible-food and 
biodiesel markets. 


A number of organizations are coordinating 
efforts on market development for Canadian 
soybeans. The Canadian Soybean Export 
Association is a volunteer association of 
members of the Canadian soybean industry 
working to promote the export of soybeans 
and products into world markets. In the 
future, more of this work maybe assumed by 
the Canadian International Grains Institute. 
This work is further supported through 
breeding and agronomy efforts to develop 
premium, food-grade, identity-preserved, 
soybeans to meet specific consumer needs. 
Soyfoods Canada is focused on expanding 
growth in domestic soybean consumption 
for products such as soy-milk. The 
BioDiesel Association of Canada is 
investigating increased use of biodiesel in 
mass transit, marine and environmentally 
sensitive areas such as mines. The 
Vegetable Oil Industry Coalition is playing a 
major role in reducing interprovincial trade 
barriers as well as Trans-Fat issues. 


Over the medium term, the factors to watch 
in the soybean market are: (1) the 2007 US 
farm bill, with early reports indicating a 
scaling back in support payments and 
possibly replacing the marketing loan rates 
with countercyclical payments, (2) the 
impact of Asian rust on US and South 
American soybean production, (3) the trans- 


fat issue, which may lead to reduced usage 
of hydrogenated oil, (4) the rate of 
expansion in South American soybean area, 
(5) the growth in Chinese import demand as 
the result of rising vegetable oil and meat 
consumption and (6) rising fuel prices and 
freight rates which increase the transport 
cost of soybeans and reduce South 
America’s competitiveness into the Asian 
market. 


For more information contact : 
Chris Beckman, Oilseeds Analyst 
Phone: (204) 984-4929 


E-mail: beckmac@aqr.gc.ca 


© Her Majesty the Queen in Right of 
Canada, 2005 


Electronic version available at 
www.agr.gc.ca/mad-dam/ 


ISSN 1207-621X 
AAFC No. 2081/E 


Bi-weekly Bulletin is published by the: 
Market Analysis Division, 

Marketing Policy Directorate 

Strategic Policy Branch 

Agriculture and Agri-Food Canada. 
500-303 Main Street 

Winnipeg, Manitoba, Canada R3C 3G7 
Telephone: (204) 983-8473 

Fax: (204) 983-5524 


Director: Maggie Liu 
Chief: Fred Oleson 


To receive a free e-mail subscription to 
Bi-weekly Bulletin, please send your 
request to bulletin@agr.gc.ca. 


Issued also in French under title: 
Le Bulletin bimensuel 

ISSN 1207-6228 

AAFC No. 2081/F 


© Printed on recycled paper 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to gratefully acknowledge input from the following: 


Agriculture and Agri-Food Canada, Ontario Soybean Growers 


N/A 
N/A 
ee 2 Catt et a ENA ENA N/A 
ack 
ack 
aig Ostia] HOENA SANA eae 
N/A 
N/A 
N/A 


N/A 
N/A 
N/A 


Montreal, QC 


= 


se) 
OQ 
ih 


N/A 
N/A 


B. CASH PRICES AND REPLACEMENT VALUES March 21, 2005 
Selected Points Price Basis 21-Mar-05 7-Mar-05 21-Feb-05 22-Mar-04 
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Stephenville, NL Track/TruckviaSydney | ———S—~C~SSCSC*=iS.1O’. =| 865.10 | 367.20. | 527.13 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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B. CASH PRICES AND REPLACEMENT VALUES March 7, 2005 
PRAIRIE GRAINS 
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2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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FEED GRAINS IN CANADA 


Feed grain prices in Canada have decreased significantly from last year due to the record corn crop in the United 
States and high supplies of feed wheat and barley in western Canada. This issue of the Bi-Weekly Bulletin examines 
the situation and outlook for feed grain in Canada. 


Feed grain for livestock in Canada 
consists of coarse grain (barley, corn, 
oats, rye, mixed grain) and feed wheat. 
The availability of feed quality wheat is 
largely dependent on weather and 
growing conditions. Soymeal and 
canola meal and feed peas are also 
significant components in livestock 
rations as a source of protein. The 
feed grain market is dominated by 
barley in western Canada and corn in 
eastern Canada. With the exception of 
drought years, western Canada 
generally produces a significant 
surplus of barley. 


In western Canada, wheat and barley 
are the major feed grains. Wheat is 
produced primarily for the domestic 
and export food market but a 
significant proportion is also used for 
food. Although some barley is selected 
for the production of malt, about 85 
percent of production is generally used 
in the feed market. In eastern Canada, 
corn is the dominant feed grain. 


Feed grain prices in Canada have 
been negatively affected by several 
factors during 2004-05: (a) the record 
corn crop in the US, (b) the severe 
downgrading of the wheat and barley 
crops in western Canada and (c) the 
appreciation of the Canadian dollar. 


Record Corn Crop in the US 

In the US, corn has historically been 
grown specifically for livestock 
production, ensuring a consistent feed 
supply for US livestock. However, an 
ever increasing part of the crop is 
being diverted to the ethanol and 
fructose markets. Corn production in 
the US has been strongly supported by 
government support programs, which 
have caused area seeded to corn in 


the US to steadily increase over time, 
and public and private research 
funding, which has caused corn yields 
to increase. In 2004-05, the US had a 
record corn crop of 11.8 billion bushels 
(bln bu) due to extremely good 
growing conditions which led to a 10 
percent increase in the average US 
corn yield to 160 bu/ac, from 142 bu/ac 
in 2003-04. US exports are actually 
expected to decrease marginally from 
last year. Despite a significant 
increase in domestic feed use and 
higher food and industrial use, carry- 
out stocks for corn in the US are 
expected to more-than double from 
last year to about 2.1 bln bu. Asa 
result, the average US farm price is 
forecast to fall to US$2.05/bu from 
US$2.42/bu for 2003-04. 


Canadian Feed Supplies - Record 
Large in 2004-05 

Supplies of feed grains increased 
sharply in Canada in 2004-05 due to 
the severe downgrading of the western 
wheat and barley crops. The cool 
growing season delayed crop 
development across most of the 
Prairies, and an early frost was 
received on August 20 across much of 
eastern Saskatchewan and western 
Manitoba. A frost on this date would 
normally have had limited impact on 
production or quality, since the 
majority of the barley and wheat crops 
would have been ripe. However, the 
delayed crop development meant that 
most crops were about a month behind 
normal, so that the impact was similar 
to having a frost at the end of July, 
which is unprecedented. With many 
wheat crops only in the soft dough 
stage at this date, the result was a 
significant downgrading to feed grade 
due to frozen green kernels and low 


test weights. The impact was 
somewhat less dramatic for barley, 
due to the generally more advanced 
stage of development, but a less than 
normal proportion of the barley in the 
frost-affected region was suitable for 
malting. In other regions, the cool wet 
fall resulted in increased damage and 
downgrading due to sprouting and 
mildew. 


In a normal year, only about 5-10% of 
the western wheat crop is of feed 
quality, equivalent to about 0.9 to 1.8 
million tonnes (Mt). In 2004, 45% or 
more of the crop was downgraded to 
feed, equivalent to about 8.5 Mt. The 
impact on barley quality is more 
difficult to quantify, but the Canadian 
Wheat Board expects that only about 
2.0 Mt will be selected for malting in 
2004-05, compared to a normal 2.5 Mt. 
As total western barley production rose 
by 0.9 Mt in 2004-05, this implies 
additional feed barley supplies of 1.4 
Mt. The total increase in feed quality 
wheat and barley compared to 2003- 
04 likely exceeds 8 Mt. 


FEED GRAINS IN CANADA 


Qualities desired in a feed grain: 
The basic qualities desired are: 

(a) energy, often expressed in 
kilocalories of metabolizable 
energy/kilogram. Energy, unlike 
protein content, can not be measured 
directly, but grains of high density 
(weight/volume) usually contain high 
energy levels. The main sources of 
energy are supplied in the form of 
carbohydrates (starch), fat, fibre and 
protein. Starch content is of interest to 
both the livestock feeder and the 
ethanol plant; (b) protein, more 
specifically amino acids, lysine, 


Canada 


methionine, cystine and tryptophan are 
of interest to feedmills but it causes 
problems in ethanol production. 
Protein, however, may make the 
distillers grain more marketable; (c) 
vitamins and minerals - phosphorus, 
calcium, vitamins, trace minerals and 
(d) fatty acids. From a cost of 
production perspective, high yields are 
also required. 


Wheat 

Wheat is normally used as a feed 
ingredient by the hog and poultry 
industries, which consume about 3 Mt 
annually. In most years, much of this 
is low-quality milling wheat, such as 
No.3 CWRS, Canada Prairie Spring 
Red or western red winter wheat, as 
supplies of feed quality wheat are 
insufficient to meet demand. Wheat 
downgraded to feed quality may often 
also be light weight, which is not 
desired by hog feeders in particular. 
This is therefore an additional concern 
in 2004-05, as much of the feed wheat 
is below the normal 60 pound per 
bushel test weight, and therefore not 
attractive to the hog feeder. Despite 
large supplies of feed wheat, these 
feeders may still have difficulty 
accessing wheat of the desired quality. 
Much of the lower weight wheat is 
expected to be consumed by the cattle 
industry, which will incorporate wheat 
into the ration if the price is attractive. 
However, this wheat will have to 
compete with increased supplies of 
feed barley, which is the traditional 
feed ingredient for the western feedlot 
industry. While it would be logical to 
expect that the surplus to domestic 
needs will be exported, the CWB PRO 
for feed wheat is even lower than the 
currently depressed domestic off- 
Board market. It is therefore 
anticipated that a significant proportion 
of the poorer quality feed wheat 
produced in 2004-05 will be carried 
into 2005-06, and continue to affect 
the Canadian feed industry during 
2005-06. 


Barley 

Western Canada produces between 
10-13 Mt tonnes of barley annually. In 
general about 15-20 percent of the 
barley produced is selected for malting 
purposes with the remainder used for 
feed. But today, US corn, CPS wheat 
and low quality CWRS wheat can 
compete with western barley. In 
addition the threat of Fusarium Head 
Blight has turned some Canadian 


producers away from wheat and 
barley. This is of particular concern in 
eastern Manitoba, where strong feed 
demand from the hog industry has 
resulted in imports of wheat and barley 
from further west, and corn from the 
US. Most feed barley supply is based 
on malting barley varieties that failed 
to be selected for malting, rather than 
higher-yielding feed varieties. 


For years, the standard for judging the 
quality of feed barley has largely been 
the bushel weight. Research has 
indicated that bushel weight is 
correlated to feed value, but not 
necessarily to feed energy. Feed 
barley of the same test weight can 
have a large variation in feed energy. 


Fusarium Head Blight 

The fungal strain Fusarium 
Graminearum produces mycotoxins 
such as Deoxynivalenol (DON) that 
can threaten the health of livestock. All 
non-ruminants and hogs in particular 
have an extremely low tolerance level 
to the mycotoxins. The prevalence of 
the disease in wheat and barley crops 
in Manitoba and to a lesser extent in 
Saskatchewan means that feed mills 
have had to source feed grains from 
regions farther away that have lower or 
no levels of infection. This has added 
to the cost of hog production over and 
above the cost of testing for the 
mycotoxins. Grain corn appears less 
susceptible to fusarium and therefore a 
much larger percent of the grain will be 
suitable for the feed industry. 


Corn 

Corn is one of the highest energy 
yielding cereals, largely due to its high 
starch content. It is mostly used as a 
valuable feed source for livestock, and 
increasingly for the production of 
ethanol. Cattle feeding performance on 
corn is about the same as on barley, 
so feed lot operators can easily 
substitute corn for use in their feed 
rations. Compared to barley as a feed 
ingredient, corn has about 8-9 percent 
more energy but slightly less protein. 


About 65 percent of Canada’s corn is 
grown in Ontario and 30 percent in 
Quebec. In western Canada, US corn 
imports increase when the landed 
price of US corn becomes competitive 
with domestic feed grains. Corn 
production in Manitoba has been 
increasing over the last ten years due 
to the introduction of new varieties that 


require fewer heat units. New 
improved corn varieties better suited 
for production in western Canada, 
fusarium concerns with barley 
production and corn's relative 
substitutability in feed rations make it 
likely that corn will become an 
increasingly important feed source for 
Canada’s growing hog industry. 


Oats 

Oats are primarily used in the food 
milling industry and the performance 
horse feed market, with the remainder 
used in the feed market. For horses, 
oat starch is more digestible than the 
starch in corn or barley. The main feed 
market for lower quality oats in 
Canada is cattle. The high fibre 
content of hulled oats decreases the 
nutrient value of oats which in turn can 
raise the costs and time required for 
animals to reach slaughter weight. 


Rye 


Rye has a feeding value of about 85 to 
90 percent that of corn, and contains 
more digestible protein and total 
digestible nutrients than oat or barley. 
Rye is most satisfactorily used when 
mixed with other grains at a proportion 
less than a third, because it is not 
highly palatable and is sticky when 
chewed. Feed quality rye is normally 
priced at a discount to feed barley on a 
per tonne basis, and this discount can 


2004-05 
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vary widely. Livestock and poultry 
feeders have been reluctant to use rye 
in their feed rations due to concerns 
over the presence of ergot alkaloids, 
the anti-nutritional effects of pentosans 
in rye and the reduced feed intake of 
animals consuming rye. Recent 
improvements in animal feed 
production technology, especially in 
the use of various enzymes to improve 
palatability, led to a substantial 
increase in the proportion of rye grain 
that can be included in mixed animal 
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feeds. Its high energy level and 
protein content combined with a large 
yield potential make fall rye a potential 
excellent choice as a feed crop. 


DEMAND FOR FEED GRAIN 


Feed demand in western Canada has 
been steadily increasing over the past 
few years. A dramatic increase in the 
size of the hog industry has 
contributed to this trend. As well, 
steady growth in cattle production has 
increased feed demand. In recent 
years this has been partly attributable 
to the closure of the US border to live 
cattle because of the BSE crisis. The 
livestock sector has benefited 
considerably from the abolition of the 
WGTA and the resulting interest in 
value-added activity. 


Cattle 

The cattle industry has grown by about 
20 percent since 1995, to about 

15.1 million head (Mhd) at the end of 
2004. Generally, dairy and beef cattle 
consume about 50% of the feed grain 
in Canada. Cattle are ruminants, multi- 
stomach animals, which make use of 
bacteria to break down feed. For 
cattle, roughage can be substituted for 
feed grain. For health reasons some 
roughage is required in a cattle ration. 
As a result, relative prices of the 
various feed grains and roughage 
sources (various hays and straws) 
have a significant impact on the 
composition of the feed ration. 

Barley’s high fibre content accounts for 
the popularity of barley in cattle 


rations. Corn makes up much of the 
rest of the grain fed to cattle. 


Hogs 

Hogs are the second largest consumer 
of Canadian feed and feed grains, 
consuming 35 to 40 percent of the 
feed grain in Canada. Nutrition is very 
important to the hog industry, owing to 
the rapid growth and mono-gastric 
nature of hogs. 


Corn, barley and wheat are all used for 
hog feed. In eastern Canada, corn is 
the primary feed grain. Both domestic 
and imported corn contribute to the 
eastern feed market. In western 
Canada, the market is slightly more 
complex with both imported corn and 
domestic wheat and barley going into 
the feed market. 


Poultry 

Poultry are another large consumer of 
feed. Supply management has led to 
a relatively stable poultry industry, 
growing with population over time. 
Chickens are the primary poultry 
product and consume the vast majority 
of feed, with turkeys consuming the 
bulk of the remainder. 


Other 

Other noteworthy consumers of feed 
are sheep, lambs and horses. Horses 
are primarily used for recreational 
purposes. The numbers are relatively 
steady, and they represent a small but 
premium portion of the overall feed 
market. Sheep and lambs are also a 
small portion of the feed market, 


however this portion is growing. Both 
sheep and horses are sensitive to 
fusarium. 


FEED GRAIN PRICES 


The impact of the large feed supplies 
in western Canada has been a sharp 
decline in prices, particularly for feed 
wheat. Feed barley prices have 
remained surprisingly strong, given the 
large supplies, with the Winnipeg 
Commodity Exchange (WCE) 
Lethbridge cash price expected to 
average about $110/t in 2004-05, 
about 20% lower than in 2003-04. 
While this is a significant decline, it is 
in fact better than US corn prices, 
which are forecast to fall by over 25% 
(in Canadian dollar terms). The WCE 
average feed wheat cash price at 
Thunder Bay, however, is expected to 
fall by almost 35%, to about $110/t. 
The spread over Chicago corn is 
forecast to average only $10/t, 
compared to the normal of about $22/t. 
The average Chatham corn price is 
expected to decrease to $100/t vs. 
$137/t for 2003-04. 


OUTLOOK 2005-06 


Feed grain prices are expected to 
remain low. Prices will continue to be 
pressured by the significant increase in 
carry-in stocks of corn in the US. 
Although the USDA is currently 
forecasting lower corn yields for 2005- 
06, US corn supplies are forecast to 
increase slightly and will pressure US 
corn prices lower, unless US corn 
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exports unexpectedly increase 
significantly. 


In western Canada, as with feed 
wheat, carry-in stocks of feed barley 
are expected to rise sharply for 2005- 
06. This is attributable to high supplies 
in 2004-05, which exceeded domestic 
demand. The CWB PRO is ata 
discount to domestic returns, so that 
minimal exports are expected. These 
larger carry-in stocks may more than 
offset an expected decline in 
production. Therefore, supplies of feed 
barley may increase in 2005-06. 


For 2005-06, the Canadian barley 
price is expected to remain near the 
2004-05 level, with a lower projected 
US corn price offset by reduced feed 
supplies and strong feed demand in 
western Canada. Feed wheat prices 
will continue to be pressured for the 


first part of the crop year due to large 
carry-in stocks, but assuming a return 
to normal crop quality in 2005-06, 
prices are expected to begin to 
strengthen partway through the crop 
year, and average about 15% higher 
than in 2004-05. The averge Chatham 
corn price is expected to be the same 
as 2004-05 at $100/t. 


The value of the Canadian dollar is 
expected to be similar to 2004-05, 
remaining at an historically high value 
against the US dollar. This will 
continue to pressure Canadian feed 
grain prices relative to US corn prices. 


For more information contact: 
Bobby Morgan/Glenn Lennox 
Phone: (204) 984-0418/983-8465 
E-mail: morganb@agr.gc.ca 
lennoxg@agr.gc.ca 
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CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION March 14, 2005 


Grain and Area Imports Total Exports Total Carry-out Average 
Crop Year (a) Seeded Harvested Yield Production (b) Supply (c) Domestic Use (d) Stocks Price (e) 
000 ha tha -------------------..... thousand’metnc tonnes =-+--—=-ee=s-e- = « Sit 

Dry Peas 
2001-2002 1,344 1,285 eo 2,023 27 2,245 1,381 589 Ze 190 
2002-2003 1,297 1,050 116%) 1,365 41 1,681 628 743 310 210 
2003-2004 1,303 1,271 1.67 2,124 24 2,458 1,317 936 205 7 
2004-2005f 1,388 1,345 2.48 3,338 20 3,563 2,000 1,063 500 115-145 
2005-2006f 1,390 1,355 2.11 2,860 20 3,380 1,950 1) (eke, 300 115-145 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 tout 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 Ss 580 368 174 38 420 
2004-2005f 778 750 1.28 961 6 1,005 570 305 130 300-330 
2005-2006f 740 717 1.417 840 5 975 570 245 160 300-330 
Dry Beans 
2001-2002 184 ths 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 117 70 445 
2003-2004 167 167 als 356 31 457 344 83 30 495 
2004-2005f 163 126 UnfAS) 220 35 285 205 70 10 650-680 
2005-2006f 190 186 1.83 340 30 380 285 5 20 525-555 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005f 47 39 leit 51 5 76 35 36 5 355-385 
2005-2006f 54 oye Weis 60 5 70 35 30 5 380-410 
Mustard Seed 
2001-2002 166 158 0.66 105 3 2S 171 n/a 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 ts 92 390 
2004-2005f SH 7/ 304 1.00 305 2 399 150 84 165 295-325 
2005-2006f 237 230 0.80 185 2 Shy 160 TA TUS 320-350 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 5f5 
2003-2004 251 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 180 47 140 215-245 
2005-2006f 249 242 0.95 230 0 370 185 50 135 215-245 
Sunflower Seed 
2001-2002 73 67 R55 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 We 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 480-510 
2005-2006f 100 95 1.47 140 15 160 80 70 10 405-435 
Buckwheat 
2001-2002 16 14 1.14 16 1 iN? 6 8 3 325 
2002-2003 Zz IZ 1.00 12 i 16 6 7 3 340 
2003-2004 9 9 1.11 10 i 14 5 i 2 355 
2004-2005f 9 74 0.71 5 1 8 2 6 0 340-370 
2005-2006f 9 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c) 
2001-2002 Slot 2,993 1223 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 1,230 613 
2003-2004 720 Zoe 1)3he' 3,680 81 4,374 2,495 1,400 479 
2004-2005f 3,136 2,948 1.78 5,234 94 5,807 3,182 1,670 955 
2005-2006f 2,968 2,886 1.62 4,664 78 5,697 3,269 1,683 745 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, March 14, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 6%, from 2004-05, as increases for 
dry beans, sunflower seed and chickpeas are more than offset by decreases for lentils, mustard seed and canary seed. Seeded 
areas for dry peas and buckwheat are expected to be similar to 2004-05. It is assumed that precipitation will be normal for the 
spring and summer. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are generally 
good. It has been assumed that the abandonment rate and average quality will be normal. 


March 14, 2005 


Total production in Canada is forecast to decrease by 11%, from 2004-05, to 4.66 million tonnes (Mt). Total supply is expected to 
decrease slightly to 5.7 Mt as higher carry-in stocks offset most of the decrease in production. Exports and domestic use are 
forecast to increase slightly due to stronger demand. Carry-out stocks are expected to decrease. Average prices, over all types, 
grades and markets, are forecast to increase for chickpeas and mustard seed, decrease for dry beans and sunflower seed, and be 
the same for dry peas, lentils, canary seed and buckwheat. However, prices are expected to be very sensitive to any production 
problems. The main factor to watch will be precipitation during the spring and summer in Canada. Other factors to watch are 
the exchange rates of the Canadian dollar against the US dollar and other currencies, ocean shipping rates and growing 
conditions in major producing regions, especially India, Mexico, United States, European Union, Turkey and Australia. 


DRY PEAS 

For 2004-05, due to higher production and 
supply, lower prices and stronger demand, 
exports are forecast to increase sharply. The 
average price is forecast to decrease, compared to 
2003-04, as carry-out stocks increase, with a 
stocks-to-use ratio (s/u) of 16%. 

For 2005-06, the area seeded is forecast to be 
similar to 2004-05. Production and supply are 
forecast to decrease due to lower trend yields. 
World supply is expected to increase marginally 
to 12.8 Mt because of higher carry-in stocks and 
higher production in the US, but this is expected 
to be offset by increased use. Canadian exports 
are expected to decrease slightly due to increased 
competition from the US, but domestic use is 
forecast to increase due to stronger demand in the 
feed sector. Carry-out stocks are forecast to 
decrease, with a s/u of 10%. The average price, 
over all types, grades and markets, is forecast to 
be the same as in 2004-05. 


LENTILS 

For 2004-05, due to higher production and 
supply, lower prices and higher demand, exports 
are forecast to increase sharply. The average 
price is forecast to decrease, as carry-out stocks 
increase, with a s/u of 15%. 

For 2005-06, the seeded area is forecast to 
decrease by 5%. Production and supply are 
forecast to decrease due to the lower seeded area 
and lower trend yields. World supply is forecast 
to increase slightly to 4.0 Mt due to higher carry- 
in stocks. Canadian exports are expected to 
remain stable and carry-out stocks are forecast to 
increase, with a s/u of 20%. The average price, 
over all types and grades, is forecast to be the 
same as in 2004-05, as pressure from higher 
world supply is offset by higher average quality. 


DRY BEANS 

For 2004-05, production and supply decreased 
significantly in Canada and the US. Canadian 
exports are forecast to decrease because of lower 
supply, as carry-out stocks decrease to a low 
level. 

For 2005-06, area seeded is forecast to increase 
by 15%. Production and supply are expected to 
increase, due to higher area, lower abandonment 
and higher trend yields. In the US, production is 
expected to increase by 37% to 1.065 Mt, while 


supply increases by only 8% to 1.135 Mt due to 
lower carry-in stocks. Canadian exports are 
forecast to increase due to the higher supply. 
Carry-out stocks are expected to increase, with 
a s/u of 6%. The average price, over all classes 
and grades, is forecast to decrease due to the 
higher supply. 


CHICKPEAS 

For 2004-05, due to lower production and supply, 
exports are forecast to decrease. The average 
price is forecast to increase, as carry-out stocks 
decrease to a low level. 

For 2005-06, the area seeded is forecast to 
increase by 15%. Production is expected to 
increase, as higher area and lower abandonment 
more than offsets lower trend yields. Supply is 
forecast to decrease, due to lower carry-in stocks. 
World supply is expected to decrease marginally 
to 8.8 Mt. Canadian exports are forecast to 
remain stable, while carry-out stocks remain at a 
low level. The average price, over all types, 
grades and sizes, is forecast to increase due to 
higher average quality. 


MUSTARD SEED 

For 2004-05, due to higher production and 
supply, lower prices and stronger demand, 
exports are forecast to increase. Carry-out stocks 
are expected to increase, with a s/u of 70%, and 
the average price is forecast to decrease sharply. 
For 2005-06, area seeded is expected to decrease 
by 25%. Production and supply are forecast to 
decrease because of lower seeded area and lower 
trend yields. Exports are expected to rise and 
carry-out stocks are forecast to decrease, with a 
s/u ratio of 48%. The average price, over all 
types and grades, is expected to increase due to 
the lower supply. 


CANARY SEED 

For 2004-05, due to higher production and 
supply, lower prices and higher demand, exports 
are forecast to increase. Carry-out stocks are 
expected to increase, with a s/u ratio of 62%. 
The average price is forecast to decrease sharply 
due to the higher supply. 

For 2005-06, area seeded is expected to decrease 
by 30%. Production is forecast to decrease due 
to lower area, but supply is expected to increase 
marginally, as higher carry-in stocks more than 


offset the fall in production. World supply is 
forecast to increase marginally to 410,000 t. 
Canadian exports are expected to increase, due to 
higher demand, and carry-out stocks are forecast 
to decrease slightly, with a s/u ratio of 57%. The 
average price is forecast to be the same as in 
2004-05, in line with the relatively stable supply. 


SUNFLOWER SEED 

For 2004-05, due to sharply lower production and 
supply, exports and domestic use are expected to 
decrease, and carry-out stocks are forecast to 
decrease to a low level. The average price is 
forecast to increase due to the lower supply. 

For 2005-06, area seeded is expected to increase 
by 15%. Production and supply are forecast to 
increase due to higher area, lower abandonment 
and higher trend yields. US production is 
expected to increase significantly. World supply 
is expected to increase marginally to 26.9 Mt. 
Canadian exports and domestic use are forecast 
to increase because of the higher supply. Carry- 
out stocks are expected to increase, with a s/u of 
7%. The average price, over both types and all 
grades, is forecast to decrease because of the 
higher supply in US and Canada. 


BUCKWHEAT 

For 2004-05, due to lower production and supply, 
exports and carry-out stocks are expected to 
decrease. The average price is forecast to be the 
same as in 2003-04, as pressure from higher 
world supply is offset by lower Canadian supply. 
For 2005-06, Canadian production and supply are 
forecast to increase, with a stable seed area, lower 
abandonment and higher trend yields. Exports 
are forecast to increase and carry-out stocks are 
expected to be very low. The average price is 
forecast to be the same as in 2004-05, as support 
from lower world supply is offset by higher 
Canadian supply. 


FURTHER INFORMATION: 

Stan SKrY Petz, .ciccsecccecscsassesonss (204) 983-8972 
Bam all Creccsscaticacoscnancet skrypetzs@agr.gc.ca 
Fred Oleson, Chief ................. (204) 983-0807 
Emit Bil Gecccconceccvenstecanansateos olesonf@agr.gc.ca 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION 


March 14, 2005 


Grain and Area Imports Total Exports Food and Feed, Total Dom- Carry-out Average 
Crop Seeded Harvested Yield Production  (b) Supply (c) Ind. Use (e) & Dockage estic Use (d) Stocks Price (f) 
(a) 9 -nenee=-= 000 ha------ tha ------------------------ thousand metric tonnes- - - ------------7 77777777 $/t 
ae OS a a ee ee ee 

Durum 

2003-2004 2,483 2,459 174 4,280 1 5,900 3,427 252 220 684 1,788 224.21 

2004-2005f 2,230 2,141 232 4,962 1 6,751 3,100 255 456 951 2,700 197 * 

2005-2006f 2,450 2,425 2.06 5,000 1 7,701 3,600 260 421 901 3,200 188 * 

Wheat Except Durum 

2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,300 HIS Bee 6,804 4,292 206.03 

2004-2005f 8,170 lee 21h 20,898 10 25,200 11,700 2,770 4,800 8,400 5,100 187 * 

2005-2006f 8,400 8,100 2.43 19,700 10 24,810 12,700 2,800 3,990 7,610 4,500 180 * 

All Wheat 

2003-2004 10,662 10,467 Pee) 23552 18 29,295 to). 3,027 3,442 7,488 6,080 

2004-2005f 10,399 9,862 2.62 25,860 11 31,952 14,800 3,025 5,256 9,352 7,800 

2005-2006f 10,850 10,525 235 24,700 11 SZ oilil 16,300 3,060 4,411 8,511 7,700 

Barley 

2003-2004 5,046 4,446 alg | 12,328 36 13,838 2,445 298 8,574 9,286 2,108 135.80 

2004-2005f 4,678 4,050 3.26 13,186 50 15,344 1,850 300 9,289 9,994 3,500 100-120 

rane tees 4,510 4,040 3.01 12,180 30 15,710 2,500 380 9,425 10,210 3,000 100-120 
orn 

2003-2004 1,265 1,226 7.82 9,587 2,107 12,804 342 2,415 8,892 11,319 1,143 137.18 

2004-2005f 1,185 1,072 8.24 8,836 2,100 12,078 150 2,650 8,263 10,928 1,000 90-110 

2005-2006f iss 1,130 7.70 8,700 2,200 11,900 150 2,700 8,235 10,950 800 90-110 

Oats 

2003-2004 D2 E575 2.34 3,691 19 4,234 (Bee y/ 140 1,569 1,876 800 136.65 

2004-2005f 1,995 1,315 2.80 3,683 20 4,504 1,500 150 1,567 1,904 1,100 120-140 

2005-2006f 2120 1,540 251. 3,960 15 5,075 1,800 170 1,705 2,075 1,200 110-130 

Rye 

2003-2004 246 147 p) 920 327. 0 357 171 47 70 135 50 104.44 

2004-2005f 284 165 2:53 418 1 469 250 48 99 164 55) 65-85 

2005-2006f 230 200 2a 430 1 486 250 48 101 166 70 65-85 

Mixed Grains 

2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 233 111 2.87 318 0 318 0 0 318 318 0 

2005-2006f 235 140 2.79 390 0 390 0 0 390 390 0 

Total Coarse Grains 

2003-2004 9,070 7,529 3.50 263 iae sO 31,617 4,516 2,900 19,489 23,001 4,101 

2004-2005f 8,374 6713 3.94 26,441 2,171 BAS 3,750 3,148 19,536 23,308 5,655 

2005-2006f 8,250 7,050 3.64 25,660 2,246 33,561 4,700 3,298 19,856 23,791 5,070 

Canola 

2003-2004 4,736 4,689 1.44 6,771 243 7,908 3) 54a S55 90. 110 3,542 612 387.04 

2004-2005f 5,319 4,938 LST qpgpe.s PAN) 8,540 3,400 3,200! 420 3,665 1,475 285-325 

2005-2006f 5,015 4,890 1.41 6,900 225 8,600 3,400 3,100! 630 31D 1,425 280-320 

Flaxseed 

2003-2004 745 728 1.04 754 22 905 609 n/a n/a 199 97 382.13 

2004-2005f 728 528 0.98 517 30 644 450 n/a n/a 144 50 500-600 

2005-2006f 1,000 974 1223 1,200 20 1,270 700 n/a n/a 245 325 320-360 

Soybeans 

3003-2004 1,051 1,047 2A 2,268 587 3,000 913 1,500! 319 1,947 140 395.04 

2004-2005f 1,229 1,178 2.59 3,048 250 3,438 950 1,450! 488 2,063 425 215-255 

2005-2006f £215 1,199 2.50 3,000 250 3,675 900 L750} 490 2,350 425 200-240 

Total Oilseeds 

2003-2004 6,531 6,464 leS2) 9,794 852 11,813 5,276 n/a n/a 5,688 849 

2004-2005f ep dah 6,643 1.70 11,293 480 12,622 4,800 n/a n/a 5.373 1,950 

2005-2006f 7.230 7,063 ily 11,100 495 13,545 5,000 n/a n/a 6,370 OE We hs 

Total Grains And Oilseeds 

2003-2004 26,263 24,461 2.44 59,663 3,030 T2723 25,518 n/a n/a BOs, 11,030 

2004-2005f 26,050 23,219 2.74 63,595 2,662 11,281 23,350 n/a n/a 38,532 15,405 

2005-2006f 26,330 24,638 2.49 61,460 2,752 79,617 26,000 n/a n/a 38,672 14,945 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. 

(c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total = F&I + FWD + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. / 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW ,.WCE, cash, /S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - March 2005 
V Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - March 14, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, total production of grains and oilseeds in Canada is forecast by Agriculture and Agri-Food Canada (AAFC) to 
decline by 4%, to 61.5 million tonnes (Mt), due to lower yields, but remain above the 10-year average of 59.2 Mt. In western 
Canada, seeded area is eabected to shift out of winter wheat, barley, canola and summerfallow into spring wheat, durum 


wheat, oats and flaxseed. 


March 14, 2005 


n eastern Canada, a 5% decline in winter wheat area is forecast to be offset by an increase in areas 


of spring wheat and dry beans. In western Canada, production is forecast to decrease to 46.5 Mt from 48.2 Mt in 2004-05. 
Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are generally good. Normal growing 
conditions, abandonment rates and crop quality have been assumed. 


Average world prices for wheat, coarse grains and oilseeds are forecast to decrease from 2004-05 due to rising carry-out 
stocks, especially in the major exporting countries. In Canada, prices for all grains and oilseeds will remain under Picante as 


the Canadian dollar is expected to remain relatively strong. Factors to watch are: Chinese import demand, South 


merican 


growing conditions, EU grain export subsidy levels, the US winter wheat condition, ocean freight rates and the Canada/US 


exchange rate. 


WHEAT (ex-durum) 
For 2004-05, exports are forecast to 
decline by 5%, to 11.7 Mt, due to 
reduced supplies of good quality wheat. 
Domestic use is forecast to rise by 
almost 25%, due to higher feed use 
resulting from the low quality of the 
western Canadian crop. Carry-out stocks 
are forecast to increase by 19% to 5.1 
Mt. Carry-out stocks are expected to 
largely be of low quality. 
For 2005-06, Canadian production is 
forecast to decline by 6% from 2004-05, 
to 19.7 Mt, as yields decrease to a trend 
level. Domestic use is expected to fall. 
However, high carry-in stocks of feed 
wheat are expected to maintain wheat 
feeding at an above-average 4.0 Mt. 
Exports are projected to increase to 12.7 
Mt, assuming that supplies of top-quality 
CWRS wheat increase to more normal 
levels. The Canadian Wheat Board 
CWB) 2005-06 Pool Return Outlook 
PRO) for No.1 CWRS 11.5% protein is 
180/t, in-store Vancouver/ St. Lawrence 
(I/S VC/SL), $7/t below 2004-05. 
Assuming a normal quality crop, returns 
for high protein CWRS wheat are 
expected to decline by a greater amount, 
ts smaller declines for medium quality 
wheat. 


DURUM 

For 2004-05, exports are forecast to fall 
by 10%, to 3.1 Mt, due to reduced 
supplies of top-quality durum and 
increased production in the major 
importing countries. Carry-out stocks are 
projected to rise by over 50%. 

For 2005-06, production is forecast to be 
relatively aicheanged at 5.0 Mt. Total 
supplies are forecast to rise by 14%, to a 
record 7.7 Mt, however, due to higher 
carry-in stocks. Exports are projected to 
increase by 16% to 3.6 Mt, mainly due to 
reduced export competition from the EU. 
However, carry-out stocks are forecast to 
rise by a further 19%, to a record 3.2 Mt. 
Farm stocks are forecast to rise by 
almost 30% to a record 1.8 Mt. The 
CWB PRO for No.1 CWAD 11.5% 
protein is $188/t, I/S VC/SL, down $9/t 
from 2004-05. The premium for No.1 
CWAD 11.5% over No.1 CWRS 11.5% 
is projected at $8/t, vs. $10/t in 2004-05. 


BARLEY 


For 2004-05, exports are forecast to decrease 


by 24% from 2003-04, to 1.85 Mt, due to 
lower selection rates for malting barley and 
relatively strong domestic prices. Carry-out 
stocks are forecast to rise to a burdensome 
level of 3.5 Mt. 

For 2005-06, production is forecast to fall 
by 8% from 2004-05, to 12.2 Mt, due to 
lower yields and area. Supply is expected to 
rise slightly, however, due to higher carry-in 
stocks. Domestic use is forecast to rise by 
2% due to increased feed demand. Exports 
are forecast to rise significantly, to 2.5 Mt, 
due to increased supplies of malting quality 
barley. Carry-out stocks are sitar to fall 
to 3.0 Mt. The off-Board Lethbridge cash 
feed barley price is forecast at $110/t, the 
same as for 2004-05. The CWB PRO, I/S 
VC/SL, is $111/t for No. 1 CW feed barley 
pool A, $170/t for Special Select Two Row 
and $158/t for Special Select Six Row 
designated barley , vs. $117/t, $178/t and 
$164/t, respectively, for 2004-05. 


OATS 

For 2004-05, exports are forecast to decline 
by 4% from 2003-04, to 1.5 Mt, as a result 
of decreased supplies of milling quality oats 
in Canada and the weakness in US import 
demand. Carry-out stocks are projected to 
increase by 38%, to 1.1 Mt. 

For 2005-06, production is forecast to 
increase by 8%, as lower yields are more 
than offset by higher harvested area. 
Domestic use is forecast to increase to 2.1 
Mt, due to higher feed and food demand. 
Exports are forecast to rise by 20%, due to 
improved crop quality, increased supplies, 
and stronger US demand. Carry-out stocks 
are expected to rise by 9%, to 1.2 Mt. The 
Chicago price is forecast at C$120/t, $10/t 
lower than for 2004-05. 


CORN 

For 2004-05, imports are forecast at 2.1 Mt, 
marginally lower than 2003-04. Industrial 
use 1s expected to increase significantly. 
For 2005-06, production is forecast to fall 
slightly to 8.7 Mt due to lower yields. 
Imports are forecast to rise by 5% to 2.2 Mt. 
Carry-out stocks are expected to drop by 
20% to 0.8 Mt. The average Chatham price 
is forecast to remain unchanged at $100/t. 


CANOLA 

For 2004-05, exports are forecast to drop 
by 9% to 3.4 Mt. Carry-out stocks are 
expected to rise to a burdensome 1.5 Mt. 
For 2005-06, production is forecast to fall 
by 11% to 6.9 Mt, due to lower seeded area 
and yields, but supply is forecast to rise 
due to higher carry-in stocks. Crush is 
forecast to fall by 3% to 3.1 Mt, due to low 
vegoil prices. Exports are projected to be 
stable at 3.4 Mt. Carry-out stocks are 
forecast to decline slightly. The average 
Vancouver cash price is expected to 
decline to $300/t, due to low US soybean 
and soyoil prices. 


FLAXSEED (excluding solin) 

For 2004-05, exports are expected to 
decline substantially because of reduced 
supplies. Average prices are expected to be 
significantly higher than 2003-04. 

For 2005-06, production is forecast to 
more than double to 1.2 Mt, due to higher 
area seeded and yields. Exports are 
forecast to increase to a historically normal 
level due to strong EU demand. Carry-out 
stocks are expected to increase sharply to a 
20-year high of 0.3 Mt. The Thunder Bay 
cash price is forecast to fall significantly to 
$340/t, due to higher carry-out stocks. 


SOYBEANS 

For 2004-05, exports are expected to rise 
to a record 0.95 Mt, while domestic crush 
is stable at 1.45 Mt. 

For 2005-06, production is forecast to fall 
marginally, to 3.0 Mt, under pressure from 
lower Pelds Supplies are projected to rise 
by 5% due to higher carry-in stocks. Food 
and industrial use is forecast to increase to 
1.75 Mt. Exports are expected to decline 
slightly but remain near record levels. 
Carry-out stocks are forecast to remain 
historically high. The average Chatham 
price is forecast to decrease to $220/t, due 
to lower US prices. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox...(204) 983-8465 
Be AU coccsvscursrsacgeeceess lennoxg@agr.gc.ca 

Coarse Grains......Joe Wang ...... 983-8461 
Foti Ai cecteuenisoexeuaertacs wangjz@agr.ge.ca 

Oilseeds........ Chris Beckman....... 984-4929 
E-mailvn cincteccctes beckmac@agr.ge.ca 

Fred Oleson, A/Director.............. 983-0807 
E-mail seccccoscecsicccencneses olesonf@agr.gc.ca 


www.agr.ge.ca/mad-dam 
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Canada accounts for about 85% of world production and about 90% of world exports of canary seed. The value 
of Canadian canary seed exports averaged about $100 million during the past five years. For 2005-2006, 
Canadian canary seed production is forecast to decrease, but supply is expected to be similar to 2004-2005. 
Therefore, the average price is forecast to be the same as in 2004-2005. In the longer term, Canario, which was 
developed in Canada, offers opportunities for food and industrial uses, and is expected to result in increased 
demand. This issue of the Bi-weekly Bulletin examines the situation and outlook for canary seed. It also 
includes an overview of Canadian spice crops production. 


WORLD 


Production and Trade 

During the past 10 years, world canary 
seed production ranged from a low of 
149,000 tonnes (t) in 2001-2002 toa 
high of 347,000 t in 1996-1997. 
Annual production was variable, but 
the variability was mainly in Canada. 


Most of the world’s canary seed 
production is exported. Canary seed 
exports have been relatively stable 
during the past ten years, averaging 
about 210,000 t per year. Although 
normally there is little substitution of 
other birdseed for canary seed, 
substitution occurs in years when the 
canary seed price is high compared to 
alternatives, such as millet. The 
substitution occurs mainly in wild bird 
seed mixtures. In 2003, the latest year 
for which statistics are available, world 
exports were 204,000 t and imports 
221,000 t. However, about 10% of the 
exports were re-exported to third 
countries. Canada dominates world 
exports, accounting for about 90% of 
the exports in 2003, if re-exports are 
excluded. Argentina and Hungary are 
the only other significant exporters of 
canary seed, excluding re-exporters 
such as the United States (US), 
Belgium and Netherlands. Imports are 
much more widely distributed than 
exports, with the top five importing 
countries (Mexico, Brazil, Belgium, US 
and Spain) accounting for about 65% 
of imports. 


CANADA 


Production 

Canary seed is a cool season crop 
which prefers long warm days and cool 
nights. It is well suited to the 
Canadian prairies and matures in 
approximately 100 days. Canary seed 
is shallow rooted and is more sensitive 
to heat and less drought tolerant and 
salt tolerant than wheat. It does best 
on heavy clay or clay loam, moisture 
retentive soils. Canary seed should be 
planted as early in May as possible. 
Late seeding can lead to delayed 
maturation of the straw during harvest. 


2002 
Harvested Area (000 ha) 197 
Average Yields (t/ha) 0.76 


Canada* 


Hungary S 
Argentina 19 
Australia 6 
Uruguay 3 
Mexico, Turkey, Spain PA 
Total Production 149 
Carry-in Stocks (e) 7.0) 
Total Supply (e) 219 
Total Use (e) 189 
Carry-out Stocks (e) 30 


Stocks-to-use ratio (%) 16 


f: AAFC forecast, March 2005 
e: AAFC estimate, March 2005 


2002- 
2003 2004 2005f 2006f 


261 290 355 280 
0.81 0.91 0.96 0.96 


Source: FAO, except *Statistics Canada - March 2005 


Canary seed is shatter resistant, which 
allows it to be straight combined. If the 
crop is swathed, it should not be cut 
until it has reached full maturity and 
should be combined soon after 
swathing. Caution should be taken to 
keep dehulling to a minimum, since 
dehulled seed is classified as dockage 
and must be cleaned out. Canary 
seed with the hull intact is shiny and 
golden yellow. Dehulled canary seed 
is dark brown in colour. Canary seed 
can be stored for long periods of time 
without losing quality, provided it is put 
into storage in good condition. 
Canadian canary seed is normally 


2003- 2004- 


226 
8 10 11 11 


17 18 17 18 
6 6 6 6 
3 3 3 3 
cael 2 aul ee 
212 265 339 270 
30 20 _67 140 
242 285 406 410 
222 218 266 275 
20 67 140 135 
9 31 53 49 


harvested in September and early 
October. 


Canadian canary seed production 
during the past ten years has been 
variable, ranging from 114,000 t in 
2001-2002 to 300,000 t in 2004-2005. 
Canada’s share of world production 
increased during this period as 
production in Argentina and Hungary 
decreased. On average, 
Saskatchewan accounted for 90% of 
Canadian production, with the 
remainder produced in Manitoba and 
Alberta. 


Canario 

Canario is a glabrous or hairless type 
of canary seed developed in Canada, 
with first commercial production 
starting in 1997. Canary seed has tiny 
hairs at the base of the seed that 
break off and cause severe itching to 


producers, processors, and packagers. 


Canario eliminates that problem. 


7 Canada: Canary Seed Supply and Disposition 


2001- 
Aug - July crop year 2002 
Seeded Area (000 ha) 170 
Harvested Area (000 ha) 163 
Yield (t/ha) 0.70 


Carry-in stocks 70 
Production 114 
Total Supply 184 


Exports 


Europe 49 
Central America 35 
South America 29 
United States 15 
Middle East & Africa 3 
Asia & Oceania a 8} 
Total Exports 134 
Total Domestic Use 740) 


Total Use 


Carry-out Stocks 
Stocks-to-use ratio (%) 


Seeded Area (000 ac) 
Yield (lbs/ac) 624 
Average producer price 

$it 660 
$/Ib 0.30 


Source: Statistics Canada and AAFC 


stocks high resulting in a very low residual. 


2002- 2003- 
2003 2004 
287 251 
227 243 
0.78 0.93 0.94 0.95 


30 20 67 140 
176 226 300 230 
206 246 367 370 


49 51 53 54 
38 35 39 41 
41 53 55 55 
26 20 22 24 

6 6 6 6 
ee ee ee 
164 170 180 185 
22 a) 47 50 


0.26 0.156 


f: Agriculture and Agri-Food Canada forecast, March 2005 
Note*: Domestic use is calculated residually. For 2003-04, based on export and carry-out 
Stocks data, it appears that Statistics Canada's production estimate may be low or Carry-out 


Canario also helps the industry 
through reduced shipping costs due to 
12% greater seed packing per 
container and the elimination of the 
oiling and polishing steps in 
processing. 


The Canadian Special Crops 
Association (CSCA) has obtained 
registration for the trademark Canario 
in Canada, European Union and 
Mexico. Registration in the US and 
Brazil is pending. Canario varieties 
must be 97% glabrous in order to bear 
the Canario trademark. The Canadian 
Grain Commission (CGC) has 
developed a Canario Seed Analysis 
Certificate to be used for shipments of 
canary seed which meet the Canario 
standard. 


Uses 

Canary seed has only one market at 
the present time, as a major 
component in seed mixtures for pet 


692 830 842 848 


575 345 215-245 


0.10-0.11 


215-245 
0.10-0.11 


2 
and wild birds. Typically it is mixed 
with seeds such as millet, sunflower 
seed, safflower seed, niger seed, 
buckwheat, cereal grains, flaxseed, 
and canola. 


Marketing 

All of the canary seed produced in 
Canada is sold on the open market to 
dealers. Canary seed going to 
customers in Canada and the US is 
shipped bulk in trucks or in containers 
which are carried by trucks or trains. 
Canary seed going to northern Europe 
is usually shipped bulk, whereas 
canary seed going to customers in 
southern Europe and other parts of the 
world is usually shipped in containers. 
Some canary seed is grown under 
production contracts, which guarantee 
a price for part of the production, but 
most is sold on the spot market. 


The Canadian Special Crops 
Association (CSCA) 

(www. specialcrops.mb.ca) establishes 
trade rules for domestic trade and 
serves as a forum for exporters, 
dealers and brokers involved in the 
industry of trading Canada’s pulse and 
special crops, including canary seed. 
The website includes a section where 
buyers can submit a request for prices. 


Canary seed does not fall under the 
Canada Grain Act and Regulations. 
Therefore, the CGC 
(www.grainscanada.gc.ca) has not 
established grades for the crop and 
canary seed producers do not qualify 
for compensation should companies 
licensed by the CGC default on their 
payments. 


Export specifications for canary seed 
are usually minimum 99% pure seed, 
with a maximum of 4% dehulled seed. 


Domestic Use 

Canadian domestic use, which 
includes bird seed, seed and dockage, 
has ranged from 20,000 t to 50,000 t 
per year during the past ten years. 
Canary seed is mixed with other seed 
for bird seed by processors located in 
western and central Canada, and sold 
under their own brands or under 
customized store brands. No 
standards exist for mixes or 
packaging. A company in 
Saskatchewan is using organic canary 
seed in organic bird seed mixtures. 


Exports 

Canadian exports of canary seed are 
mainly in the bulk, unprocessed form, 
although packaged seed mixtures are 
also exported. Exports have been 
variable, ranging from 122,000 t to 
170,000 t per year, but with a slight 
upward trend during the past ten 
years. The western hemisphere and 
Europe are the main destinations for 
Canadian canary seed, although it is 
exported throughout the world. The 
main importing countries are Mexico, 
US, Brazil, Venezuela, Colombia, 
Belgium, Italy and Spain. Although 
Canada is the dominant exporter, it 
has competition from Argentina in 
Brazil and from Hungary in Europe. 


Prices 

Canadian prices are determined on an 
export basis because Canada exports 
about 85% of its canary seed 
production. They are, therefore, highly 
sensitive to the value of the Canadian 
dollar in foreign markets. Since there 
are no futures markets for canary 
seed, prices are negotiated between 
the producer, dealer and customer 
based on supply and demand factors. 
The prices negotiated could be for 
immediate or future delivery. The 
average price has been volatile, 
depending on supply, ranging from 
$240 to $660 per tonne (/t) during the 
past ten years. 


OUTLOOK 


World: 2005-2006 

Production is forecast to decrease by 
20%, from 2004-2005, to 270,000 t, 
because of lower production in 
Canada. Total supply is forecast to 
increase marginally to 410,000 t, due 
to sharply higher carry-in stocks. Total 
use is expected to increase slightly 
due to higher demand and carry-out 
stocks are expected to decrease 
slightly. 


Canada: 2005-2006 

Area seeded is forecast to decrease 
by 30% from 2004-2005, due to lower 
potential returns compared to many 
alternative crops. However, the 
harvested area is expected to 
decrease by 24%, assuming a return 
to normal abandonment. The 
abandonment in 2004-2005 was 
higher than normal due to frost 
damage and a late harvest. Assuming 
trend yields, production is forecast to 
decrease by 23% to 230.000 t. Total 


supply is forecast to increase 
marginally to 370,000 t due to higher 
carry-in stocks. Exports are forecast 
to increase slightly because of higher 
demand and carry-out stocks are 
expected to decrease slightly. The 
average price is forecast to be the 
same as in 2004-2005 because of 
the relatively stable supply. The 
main factor to watch is precipitation 
during the growing and harvest 
periods. 


Canada: Longer Term 

The development of Canario offers 
opportunities for food and industrial 
uses. Researchers have established 
that Canario groats (dehulled seed) 
have a protein content of about 19%, 
which is significantly higher than for 
wheat and other cereal grains and is 
close to pulse crops. Canario’s oil 
content is about 9%, about four times 
as high as for wheat. The oil is made 
up of 32% oleic and 54% linoleic fatty 
acids, a desirable composition for 
human consumption. Prolamin and 
glutelin are the main storage proteins 
in canary seed, constituting 78% of 
total proteins. Canary seed protein is 
high in cystine, tryptophan and 
phenylalanine, but low in lysine and 
threonine. It would be a good 
supplemental protein source for dairy 
proteins, such as casein and whey 
proteins. Its starch content is similar 
to wheat, at about 61%. Canario has 
a high lipid content, which could be 
valuable by-product. The presence 
of antioxidant activity in Canario lipid 
could be a delaying factor in rancidity 
of Canario products during storage. 
Canario starch comprises small 
polygonal granules, smaller than 
commercially available starches. It 
was found to form a rigid gel which 
was stable under cooling and 
freezing conditions. 


Canario could be roasted and used 
as a low fat substitute for sesame 
seed in bread and snack food. It has 
the potential for use as a fat substitute 
because the oil is high in unsaturated 
fat. Canario’s starch properties could 
make it suitable for use in the 
cosmetics industry or as an industrial 
dusting starch. Canario can be 
separated into starch, protein, oil and 
fibre by wet milling. The flour can be 
used in baking wheat-Canario and 
multi-grain bread and cookies. 


"World: Canary Seed Exports 
Calendar 
Year 


1999 2000 2001 2002 2003 


Canada* 145 158 166 146 170 


Argentina 21 22 22 12 Ac) 
US 20 14 8 11 8 
Belgium 11 9 13 9 6 
Netherlands 3 5 5 3 
Hungary Zi 5 5 8 4 
Australia 2 3 1 1 0 
Other 2 3 5 4 4 
Total 233 219 225 196 204 


Source: FAO, except *Statistics Canada 


“Calendar 
Year 


1999 2000 2001 2002 


Mexico 42 51 49 54 
Brazil 39 42 38 oS 33 
Belgium 30 34 36 24 22 
US 15 19 17 14 16 


Spain 17 id, 16 14 15 
Italy Ie 10 2) 10 fe) 
Colombia 3 4 6 5 9 
Venezuela 4 4 5 6 7 
UK 12 4 U 7 4 
Netherlands 9 9 10 5 4 
Portugal 5 5 S 5 4 
Chile 4 4 4 4 4 
Germany i 5 10 3 3 
France 4 S 4 3 3 
Peru 1 1 1 2 3 
Algeria 2 2 1 2 2 
China 1 2 2 1 2 
Greece 2 Be 1 1 2 
Japan 2 2 rz 1 2 
Guatemala 1 1 1 1 1 
Indonesia 1 1 1 2 2 
Other 22 16 16 22 21 
Total 238 240 241 219 221 


Source: FAO - March 2005 
The difference between imports and exports 
is partly attributed to the timing of delivery. 


US: United States 
UK: United Kingdom 


The use of Canario for food and 
industrial products is expected to 
encourage premium pricing for 
Canario compared to traditional canary 
seed. It would also increase demand 
for Canadian canary seed significantly. 
This in turn would result in increased 
economic diversification through the 
replacement of traditional crops and 
through the development of new 
processing opportunities for food and 
industrial uses. 


For periodic updates on the situation and outlook for canary seed, visit the Market Analysis 
Division Website for Canada: Pulse and Special Crops Outlook 


SPICE CROPS 


Aug - July crop year 1997-1998 
Seeded Area (000 ha) 5.0 
Harvested Area (000 ha) 4.4 
Yield (t/ha) 0.59 
Production (000 t) 2.6 
Average Price ($/t) 770 
Canadian Exports (000t) 1.6 


Aug - July crop year 1997-1998 
Seeded Area (000 ha) 8.8 
Harvested Area (000 ha) 8.5 
Yield (t/ha) 0.62 
Production (000 t) 5S 
Average Price ($/t) 790 
Canadian Exports (000t) 3.8 


1998-1999 
4.8 

3.5 

0.60 


askatchewan: 


1998-1999 
10.1 

10.1 

0.93 

9.4 

460 

4.2 


1999-2000 2000-2001 
4.0 
4.0 


0.85 


2000-2001 

8.1 6.1 

8.1 6.1 

0.88 0.66 
vat 4.0 

370 370 
4.5 4.8 


6.1 
6.1 
0.66 
4.0 
550 
3.8 


Source: Statistics Canada, Saskatchewan Agriculture, Food and Rural Revitalization, and AAFC 


ri-Food Canada forecast, March 2005 


Canadian spice crops production is 
concentrated in Saskatchewan, with 
smaller volumes produced in 
Manitoba and Alberta. The main 
spice crops produced in Canada are 
Caraway seed and coriander seed, 
but a small amounts of fenugreek 
seed and dill seed are also 
produced. 


Seed from spice crops is used to add 
flavour to food. Caraway seed is 
used to flavour such foods as bread, 
cheese and sauerkraut. Coriander 
seed is used to flavour products 
such as Curries, gin and prepared 
meats. 


Caraway seed produced in Canada 
is usually from biennial varieties 
which require a second growing 
season to produce seed. Although 
annual varieties are available, they 
are lower yielding and late maturing, 
which increases the risk of frost 
damage. Coriander seed is an 
annual crop. 


World production data for caraway 
seed and coriander seed is not 
available. Caraway seed is 
produced mainly in northern Europe, 
India, US and Canada. Coriander 
seed is produced mainly in countries 
along the Mediterranean and Black 
seas, Argentina, India and Canada. 


Canadian production data for 
Caraway seed and coriander seed is 
only available for the main producing 
province, Saskatchewan. Production 
of both crops in Saskatchewan has 
been variable, in line with variable 
seeded area, crop abandonment and 
yields. Spice crops are sometimes 
grown under production contracts. 
Average prices have also varied due 
to production variability in Canada 
and other producing countries and 
lack of world production data. 


Most of Canadian caraway seed and 
coriander seed exports are to the 
US. Other significant destinations 
for caraway seed are Netherlands, 
Belgium and Germany, and for 
coriander seed United Kingdom, 
Trinidad and Tobago, Sri Lanka, 
Mexico, Japan and Brazil. 


For more information please 
contact: 
Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 


__ Saskatchewan: Caraway Seed Area, Production and Prices 
2001-2002 


2002-2003 
8.1 

6.1 

0.39 

2.4 

1,450 

2.0 


2001-2002 


2002-2003 
8.1 

7.3 

0.71 

5.2 

570 

3.1 


2003-2004 


8.1 
6.1 
0.52 
Si 
880 
2.0 


2003-2004 
8.1 

8.1 

0.59 

4.8 

570 

5.6 


2004-2005f 
4.0 

4.0 

0.63 

2.5 

790 

Pikes) 


2004-2005f 
1251 
10.1 
0.78 
7.9 
440 
4.0 
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96.84 96.84 94.23 152.78 
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From: Hamition, ON © open Le +. Sey) Fe 2 2 ee 2eeria 9 26367 
To: Montreal, QC Track eS ee a eee eee 
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4. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
lacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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Hamilton February 21,2005 [WATT SCT SCCSCdT~SSC*dL«~Cts*té‘“ié‘Y~=Cé0 3.67] ENA Ceca SE | REC ees a Se 
gee asses | | — — ee rr 
Eastern FS OT 2 aE ee PT ET RP ee eS 
eg ee a a 
London ee Ee Cee Pe Ee ne eS ee 
eT ee 
Port Colborne [February21,2005 [FOBT dT CUTS SCTCdTs SC CSC*dSC<C(«‘(Sé‘dYL...CCL....._f 8700 ak | | ee | 9425:003) 7144000 | aan en oo ee 
il ee Se co ee 
Cardinal February 21, 2005 eS BS a ee ee ee ee I ee 
ON Ci a a es ed ee 
Montreal February 21,2005 [| 132.00 150.00] 143.00 | 125.00 | 268.30 | 200.10 | 59.33 1200.00 | 850.00 | 397.00] 425.00 | 114.00 [| _—‘[ 270.00 | 290.00 | 
Qe) Ramana aos] —— oon oe ao | taeco | ean [poo {saa 200.00] 850.00 | 397.00] 425.00 [ 114.00 | ‘| 270.00 | 290.00 | 
Trois-Riviéres [Ses ee a ee ee ee ee 
St. Jean QC (2) a am 1456 J ZA | 1400115, | | 4.25016 1x | me | meee [ano | ea | ag | eae ee | | gee 
| «145.99 118.69] 143.25 | 114.75[ ‘| _251.57 ern Sd ee ee ee 
February 21,2005 [In-Store | 130.87[_ N/A_| 157.97 | 125.00] __| 261.46 estes | sa Ree | a eee |e | | eee | as ar ast 
Cee a Ce Pe Ed | Hei 
February 21,2005 [Track [459.50] ‘| _ 162.34 | 165.22| __| 291.05 1213.67) || __ [267.50 | 505,00 |e mee a | 290.00 _| 
February 14,2005 [| [158.56] ‘| 161.49 | 164.20 | FOB | 288.88 | 201.10 | «df 256.55[ «|: 505.00 | 290.00 _| 
February 21,2005 [Water _| eae | Ee) 
February 14,2005 [& Truck _| er ea 2egtey| 
February 21, 2005 [In-Store 
February 14,2005 | 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2299, closing date February 18, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_ (2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% 


Protein (5) Fish Meal 60% 


6) Herring Fish Meal 


Protein 8) Wheat & Barley (Basis - Cash Price WCE) (9) Oats 3CW 


B. CASH PRICES AND REPLACEMENT VALUES March 7, 2005 
PRAIRIE GRAINS 


Selected Points Price Basis 7-Mar-05 21-Feb-05 7-Feb-05 8-Mar-04 
From: Thunder Bay(WCE) (2) 
a ae ee ee Pe a eee ee eee eS DS Ve 
| ie") 8 (Lethbridge)*s] iq Screens eet | Sree Barley] Mand 60 eae | enter 1 00.008 wa ene 08.00 Came a eae oo OC 
To: ___ Bayport, ON (1)__|In-store 
RE TERE ie a ae ee eed Pe ed Pee ll et Ne eR 
|e Sty sie rede [let wae ape his aaa eteadie Barleyiatatnfpesd Siege | nie1o6- omen | Mementts5. 09" — reo Somer 
In-store 
a ee a ee Gee eo ee se Ne SR 
| in Se a | gt ae | aieea Bale yi eae Re AADS (age eek 41,0 Ie | Pele 40, 31ers rp TOS OAs | 
Truck via Halifax 
a es ee ee ee ae ce er ee es ee 
| eT el ee ee FF ae Baneyi ts le 167 00ME| Ben 165 0k a | eet 0. oy 180 Smee 
Truck via Halifax 
ee as ed ey ed Sh ee 
rn | ee ae eae Se beta Barleyiee ta: | 6450 meee (es 00MIN ENN 162,00 P| Ghee 87,000NE | 
In-store 
(SU Pd ee ee en Per ee ee 
ee ae ee eee a ee ee ee 
nn ae Re a RPE Se | eae |S i Oat eee |) NAME? | SAN Ae | nN eee | mace 2 | 
SR aa al Gee ee eel ed me ee 
| __ Melfort, Skate a mel Oma | Spe. | anes | Siew Wheattnges i) emeMNVA cote iil at reee N/Ammn anu) Aan NA Seatac ieee NAS | 
a a ee ee ee ee ee a eae iL re ee ae 
a ae oe ee ee ee el EN eee 
| _: ‘Bayport ON: tea | eaten © eae tie remeWheale S00 NARs eta NiAse Aes WAL ee a N/A 
Meee a es a ee 7 ee oa ee 
| a Sa) Fe Dee |Trackve as he je Tem barey + # [oe (NIAtRCt | DIONE RRM Nims oor | WA ee | 
rc oa a se ed ee be ee ee 
a ee eee a ee Te 
| _ a trade: Joe Bot 2 eel E st SsBaneyare a" | emcan/Atmom | Reg Ny Aetn nee NYA re iN | 
ae ee ee ae NE as ae 
eee | le ee ee ee a eee, I 
Re lo nam ben Ge a oo i 
| _ Truro, NSW aa ee Seka | 5) pan RUNen: Whpatiaemc ee IN/Aab | SNA aa NU Ate eee NAR | 
a ee SG ee a ieee oe IEE 2 ee ee 
a ef Tirack Truck viaiSydne 
| _4. Stephenville NE enna t,t it 4. 5 eae [eee Wheat 2 a) INA ne NIA eee ee oe NA NVA Sad 
[ae ee Pee | ere hs ok omen [Oy FORTE nL ope tne |: Oi NA meee N/A | NAP 3 | 
| 7 ee a ns [erg mnie Rammetdes | Penns) Bearley eels | Gaenes NU/ Amara | QiaamectNI/ivaaeans | Miaeue NU ARNO | PENA Sate | 
a a ee ees ee sie ew ee So Ce ee ee 
Pe eee ee ee 
com. a. | Sy Ss et | id, WORE oe [a7 Marc058| 8 21-reb-Osis| eae 7-Feb-05 8-Mar-04 
From: US Lake Porites mins |On Board Vessel: 4 © ums | umeennay regen nt |B) 102000 smn] S08102 301m Meets CANNene | O7157.04.e 
To: Montreal, QC (1) __|[In-store 
rom: Chicago (IL 


: Montreal, QC 
rom: Chatham, ON 


las 
Sh fe 
om |} 
Qo}o 
aA 


110.28 110.28 103.24 155.40 
rack 134.15 134.15 WU 179.27 


Soymeal 48% Protein EREMESEE  SSGeeRee os BWCRRS Ee a ae 


fo) 


See reer 
ay Baby Sheers oe 7707, 137.07 128.74 185.76 
aie ee Brides 


From: Hamilton’ ONS a incaenn | wee wns euei ena sy eeu [mien ey Sere t ep] raya o7ew | Mek 72 Crmmepime e242 20a Reeres307 COR | 
[CaM ae oe a ed os Dae ee oe De 
Track BaP Pic en aL oe eee 
es ee ee ee ee Ee eee 
Track/ Truck via Sydney | eS L 67.20 [367.200 | 337.22 | 488.53 


1. Prices include ONE month of storage and interest charges n/a = not available 


2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
prices at shipping points plus the full transfer costs including duty and exchange where applicable 


Replacement values reflect quoted cash 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS March 7, 2005 


SELECTED REFERENCE PRICE (1) PRICE] SOYBEAN] CANOLA | MILL- | MEAT FISH | ANIMAL] GLUTEN] GLUTEN] FEED DEHY eee 
Vancouver March7,2005 [FOB 125.00 |_N/A_| 130.00] 146.00] __—|_ 283.50 | 181.00 | 102.00| _—*|_ 875.00 | 520.00; = [ | | [335.00 | 
BC 4) (7) |February 28,2005 |__| 125.00] N/A | 130.00] 150.00] | 293.50 _| 187.00 | 100.00] {| 875.00 | 500.00] = | S| SCT SC 335.00 _| 
Calgary Rae ee Ee) Be BE Ee a Be Re ee Ee oo ne nn een aes 
le Be ey RTT UI ENC CA RBERTI eSa eee eT 
Saskatoon March 7, 2005 [FOB 82.50 | 140.00] 88.00 | 135.00] | 286.50 | N/A | 1 165.00] N/A | 555.00] | sf 117.00] | 360.00_| 
eae eet February 28,2005 | | 77.50 | 145.00] 85.50 | 135.00] | 286.00 | N/A | | 160.00] N/A | 545.00] [| sf 115.33 | 360.00_| 

inni March 7, 2005 [FOB 126.50 140.00] 108.50 | 120.00] | 265.00 | N/A | [290.00] 982.50 | 515.00] | ss | S| Cs 340.00 _| 
February 28,2005 |__| 125.00] 140.00] 107.00] 120.00| |, 264.50 | N/A | si. 290.00| 982.50 [515.00] =| =f, == [| dt 340.00_| 
ROC oS el Be Bd es ee ee) ee ee Ee Be eee ee ee ee ee ee eee 
ON SEs 0 ae Be A ee Re a ee ee eee Cee ee Se See 
Lake Ports QO I Sie Be Ea Be ee eee Pe ee ee ee ee ee a See 
USA 3) ES ow ee a Ea ee ee ee eee eee Pe eee ee ee ee a eee eee 
Bay Ports Gee Ane Sd RE 2 Ee a a a ee Ee ae ee ee ee ee Ieee 
ON GG oe J SEE Po Ee ee es ee ae ae eee ee ee ee ee ees eee 
Chatham en Sue NCS Se Ee Bc ae a a ee ee ee ee ee eed eS eee 
ON DUS O0 IE Ee a Be a eee Ee ee eee eee ee Ee eee eee ee ee eae 
Toronto Mathie 2005s | N/A eens | | Si | FOB eS es es | 223,008 N/A | 420.00: |/2425.00:5]"114.00: |e Je 272,00. | 2000021) 
ON SUD 2 oe SS Ee en Ee ee Bae a a ee EE a ee 
Hamilton Mg 0 SIE Se ee ae ae Be Be Be ee ee ee eee ee ee ea eee 
ON Renu al ge) Ee a ad a a Ea De Dee oe ee a ee eae) 
Eastern VON CAE, SIRS oe ee ee Be ee eee ee eee ee ee Be eee ee eee eee 
ON DES 2p ES EE ee Ee ee ee ee ee ee ee ee ee ee ee eee ae 
London Dini EG. Se eae een Ee ee Ee eee eee ee eee ee eee ee 
ON (SS OOeRy ILS Se a ae a ee ae ee Bee) ee Eee ee eee ee ee eee 
Baie yor cummme aren 2005 eeeee |b OL Sameera (2 i] EEE) ee || | | 905.00 fe | 425,001.40 | aa | 
ON FEED | ae aed ne Bd Bee eee Ee eee) Ree Ee eee ee En 2 eS eee 
Cardinal Naw eS. Tal 1 a a a Ee ee es eee Bee ee ee eee 
Eg PT ad a dd Ge ce ce ee Od Rd ee A ee ee 
March 7,2005 |_| 136.00] 150.00] 149.00] 124.00] _—{|_ 283.81 | 205.40 | 62.33 | 210.00] 850.00 | 375.00] 425.00 | 114.00 [| __—{| 270.00 | 290.00 _| 
February 28,2005 | | 133.00 | 150.00] 145.00 | 123.00 | FOB | 275.84 | 214.10 | 61.67 | 210.00] 850.00 | 386.00] 425.00 | 114.00| __—[_-270.00 [290.00 _| 
[SERINE od PR Ed Pe ee De ee ee ee ee ee ae ee eee 
ECUIC IOS POS ES ee ae a MM Die PE PR ed ee ee eed Be ee ee ee eee 
Ste ea Oma ap Sarl 200s) ROR meme | 1475193 112441 44127. 16116.237| 277.57 see | | |e | ere ee pe [i ele ee 
Ste Eiyacnienne (ae | ee trtenn yess 00501) peremee er 1514204 1121.92 10142.63:/ 116.8722 | 280,008| ee a eee | eee |p Sele See | oe ee ea 
Quebec Mi Zi a Se BE a Ge Be ed Ree ee ee ee a ee Eee ee een a eee 
CO pee SS eee ee ee 
March 7, 2005 |Track | 159.50] | 162.34] 167.74| | 318.30 | 213.67 | sf 273.05| 505.00] | 290.00 
ebuinty.22, 2005 eam earns | 159150 | MeN) 91621247 /°166:052/s OB! [297.20 3] 213:675 | iF [267.55 | a |!505.00: | ee) S| ee] ets 290.007 | 
ESTOS DREN ITZ) ESTP DEIN 7 Cede ee a ee es a ed ee ae 
FES Le 0] ES BE a Ce ee ee ee ee a eee 
Nn Se DE BT Ee Ee ee ee ee Een ee 
February 28,2005 | | N/A | N/A |N/A 1 EE Eee Ee ee Se Sean EE I ea ena 
Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2326, closing date March 4, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS _ (2) Canadian Corn #3 or #2 (3) US Cor (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal 
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SAUDI ARABIA 


Saudi Arabia is the world’s largest importer of feed barley and during crop year 2003-04 it imported 560 thousand 
tonnes or about 90 million dollars worth of feed barley from Canada. However, for 2004-05, Canada is not expected to 
export any barley to Saudi Arabia due to stronger returns in the Canadian domestic barley market than in the overseas 
export market. Exports of pulse and special crops have become relatively more important in 2004-05. This situation is 


expected to persist during 2005-06 as well. This issue of the Bi-weekly Bulletin examines the situation and outlook for 
Canadian exports of agricultural commodities to Saudi Arabia. 


Saudi Arabia holds the world’s largest 
reserves of crude oil and it has one of 
the world’s largest reserves of natural 
gas. Since the 1970s, the Saudi 
Arabian government has used oil 
revenues to finance the development 
of its agricultural capacity, albeit at an 
extremely high cost due to the limited 
amount of land suitable for agricultural 
production. To increase its agricultural 
capacity, about 16,200 square 
kilometers of land has been placed 
under irrigation. Although less than 
2% of Saudi Arabia’s land mass is 
arable, Saudi Arabia has been able to 
maintain a reasonable level of self- 
sufficiency for commodities such as 
wheat and sorghum. 


In addition to frequent sand and dust 
storms, the country faces problems of 
desertification, depletion of its 
underground water resources, and 
coastal pollution from oil spills. The 
development of extensive seawater 
desalination facilities has been 
necessary to compensate for the lack 
of perennial rivers or permanent 
bodies of fresh water. 


Economy 

Saudi Arabia has an oil-based 
economy with strong government 
controls over major economic 
activities. The petroleum sector 
accounts for about 75% of budget 
revenues, 45% of Gross Domestic 
Product, and 90% of export earnings. 
Since 1999, the Saudi Arabian 
government has been privatizing its 
electricity and communications 


facilities, and encouraging private 
sector growth to lessen the country’s 
dependence on oil revenues and to 
increase employment opportunities for 
its burgeoning population. Economic 
reforms are however tempered by 
deep-rooted political and social 
conservatism. 


Size and Structure of the 
Agricultural Market 

The total value of the agricultural 
sector is estimated at about US$28 
billion (bln). The sector provides 
employment for about 5.5% of the 
labor force. The business structure of 
farming operations in Saudi Arabia 
ranges from huge farming operations 
such as National Agricultural 
Development Company with 42,000 
hectares, to smaller operations 
between 50 to 500 hectares. The 
major players are joint-stock 
agricultural development companies 
but there are also some large privately 
owned farms. A joint-stock company 
is owned by five or more individuals or 
entities, and the shareholders are 
liable only to the extent of the value of 
their holdings. 


Agricultural Trade 

Saudi Arabia is a net importer of 
grains, most of which is feed barley for 
its burgeoning livestock sector. The 
EU supplies about one-third of the 
grains imported by Saudi Arabia, or 
about half of its barley requirements. 
Imports of Saudi Arabian grains from 
the U.S. and Canada are 10% and 4%, 
respectively. 


Most grains enter Saudi Arabia duty 
free, except for pulses and sorghum 
which are subject to a 5% tariff. 
Wheat importers require an import 
license from the Grain Silos and Flour 
Mills Organization, which is 
responsible for the Saudi Arabian 
government’s grain policy. 


Trade with Canada 

Saudi Arabia is an important market 
for Canadian agricultural commodities. 
During the past decade, Canada’s 
agricultural exports to Saudi Arabia 
have averaged Cdn$76.6 million (min) 
per year. In return, Canada has 
imported about Cdn$1.7 min worth of 
agricultural commodities from Saudi 
Arabia, consisting primarily of the 
following: fruit and nuts; preparations 
of grains and pasta; and beverages 
and vinegar. 


In terms of volume, feed barley is by 
far the most important Canadian 
export to Saudi Arabia, averaging 0.3 
Mt annually during the past decade. 
However, those exports have 
fluctuated considerably during this 
period, ranging from nil during the two 
years of drought in Canada, to a 
record 1.1 Mt in 1996-97 when 
Canada produced a record 15.6 Mt of 
barley. 


Exports of pulse and special crops to 
Saudi Arabia have increased 
significantly during the past decade, 
averaging 7,081.2 tonnes (t) during 
this period, and peaking at 10,520 tin 
2003-04. 


Canada 


In addition to direct exports, Canadian 
pulse and special crops are also 
transhipped to Saudi Arabia through 
neighbouring countries. 


Domestic Price Supports 
Self-sufficiency in agricultural 
production has been a goal of the 
Saudi Arabian government since the 
1970s, and this has been achieved to 
some extent by heavily subsidizing 
wheat and barley production. As a 
result of the subsidies, wheat and 
barley production increased 
dramatically during the 1980s and 
1990s to the point that Saudi Arabia 
became a net wheat exporter. 


Self-sufficiency in agricultural 
production comes with a price for 
Saudi Arabia. Concerns about the 
depletion of limited water reserves 
prompted the government to begin a 
series of price support reductions in 
the early 1980’s, particularly for wheat. 
The subsidy provided to wheat 
producers has been reduced from a 
high of US$933.33 per metric tonne 
(/Mt) in 1981, to US$266.67/Mt in 
2004. 


As well, since 1993, the Saudi Arabian 
government has imposed quotas on 
wheat production and has targeted 
production to meet domestic 
consumption, which averages 2.0 Mt 
annually. The Saudi Arabian 
government also issued a decree in 
September 2003 that effectively 
eliminated the local barley production 
subsidy. At this point, price supports 
are now limited to wheat. 


Trade Agreements 

Saudi Arabia is a member of the Gulf 
Co-operation Council (GCC), along 
with Kuwait, Qatar, Bahrain, the United 
Arab Emirates, and Oman. Members 
of the GCC enjoy special trade and 
investment privileges, including the 
benefits of a customs union. Under 
this 2003 agreement, the six member 
countries charge a 5% duty on most 
foodstuffs imported from non-GCC 
suppliers. The exceptions are staple 
foods such as rice, fresh meat, and 
feed grains, which are exempt from 
duties. 


Saudi Arabia is also a member of the 
Arab League (AL), which agreed in 


principle to the elimination of most 
agricultural tariffs by the year 2007. 
Currently it is not clear how much 
progress there has been to eliminate 
tariffs between member countries. 


In any case, the current GCC and AL 
agreements are not expected to have 
much of an effect on the grain imports 
by Saudi Arabia simply because 
member countries do not produce 
sufficient amounts of grain for export. 


Other Trade Considerations 

In August 2000, the Saudi Arabian 
Commerce Minister issued a directive 
on the import of genetically modified 
(GM) foodstuffs, effective February 1, 
2001. The directive instructed Saudi 
Arabian merchants and importers to 
label their products in a way that they 
could certify them as being free of GM 
ingredients. Some exporters of 
foodstuffs to Saudi Arabia expressed 
concern that they have not been 
provided sufficient details with respect 
to the labeling requirements under the 
directive. In response, the Saudi 
Arabian government recently provided 
the Canadian government with a copy 
of their royal decree for GM labelling. 
In addition, the Saudi Arabian 
government hosted in February 2005 a 
biotech workshop to discuss 
mandatory GM labelling with Canada, 
U.S., the EU and other interested 
nations. 


Saudi Arabia is engaged in an ongoing 
effort to join the World Trade 
Organization (WTO). Joining the WTO 
would increase access to world 
markets for Saudi Arabian oil and its 
petrochemical exports. In turn, 


members of the WTO would enjoy 
increased access to this important 
market. Saudi Arabia is seeking to join 
the WTO as a developing country, but 
only for the agricultural sector, which 
generally provides a grace period of 5 
to ten years to adapt trading practices 
to the new trade regime by reducing 
tariffs and domestic support. 


Water Consumption 

The Saudi Arabian government 
recognizes the importance of 
conserving its limited water resources. 
To that end, the government has 
introduced several measures aimed at 
cutting down household water 
consumption by up to 50%. The 
measures include providing 
conservation kits for households and 
reviewing price tariffs on water 
supplies, which are either pumped 
from deep underground reservoirs or 
processed at costly desalination 
plants. Under current tariffs, water is 
pumped into homes at the cost of 
about one riyal (US$0.27) per 10 cubic 
meters, and the average monthly 
water bill for most households is less 
than 5 riyals. At these prices, there is 
little incentive for most households to 
cut down water use. 


Household water consumption, 
compared to water used to irrigate 
farmland, is a relatively small 
component of total water use in Saudi 
Arabia. Water for irrigating farmland is 
drawn almost exclusively from 
underground reserves, and the farms 
consume about 20 billion cubic meters, 
or 90%, of the country’s annual water 
supply. With the wasteful practice of 
growing crops in this manner coming 
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under fire, the Saudi Arabian 
government and the World Bank are 
preparing a national water plan to be 
completed within a year or two. The 
agriculture ministry is also studying 
water use on farms as a means of 
cutting down on excessive water 
consumption. 


SITUATION 2004-05 


Saudi Arabia is the largest market in 
the Middle East, importing over US$5 
billion of food and beverages annually 
and offering suppliers of bulk 
commodities, and food processing and 
packaging equipment some excellent 
business opportunities. Saudi Arabia 
has long relied on imports of food 
products largely because irrigated 
lands near oases are virtually the only 
areas suitable for crop cultivation. 


Despite the climatic disadvantages, 
the agricultural crop sector of Saudi 
Arabia has experienced steady growth 
since the 1970s, with much of the 
growth attributed to higher yields as 
Saudi Arabian farmers embraced new 
technologies and employed new and 
better inputs to production. In recent 
years, wheat for production has been 
on the decline, but production of other 
crops and livestock continues to 
flourish. Food processing, although 
still at a relatively modest level, is in an 
expansionary phase and is expected 
to increase significantly to meet 
growing demand for Western style 
food products. 


Wheat 

Saudi Arabia imported a record 1.3 Mt 
of wheat in 1979 but, since then, has 
systematically decreased its reliance 
on imported wheat by developing 
highly subsidized domestic supplies. 
In 1992, Saudi Arabia produced a 
record 4.1 Mt of wheat. 


For 2004-05, wheat production is 
estimated at 1.6 Mt, down from 2.0 Mt 
in 2003-04. The decrease is due 
largely to lower domestic price 
supports for wheat as Saudi Arabia 
struggles to reduce its consumption of 
limited water supplies. As a result of 
lower domestic production and slightly 
higher consumption, imports are 
estimated at 0.4 Mt, which is the 


Canadian Pulse and Special Crops Exports to Saudi Arabia 
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* consists of dry peas, chickpeas, dry beans, lentils, fababeans, sunflower seed, and 


mustard seed 


highest level since 1982 when 0.7 Mt 
of wheat were imported. 


The last significant wheat exports from 
Canada to Saudi Arabia were in 1982- 
83, when 26,250 tonnes were shipped. 
The previous export was in 1974-75, 
with 0.29 Mt shipped. 


Barley 

Barley production in Saudi Arabia has 
steadily decreased since peaking at 
2.0 Mt in 1994-95 and is expected to 
be nil for 2004-05. It is the single 
largest barley importing country in the 
world. The 10-year average is 5.5 Mt 
and in 1986-87 it imported a record 9.0 
Mt of barley. 


For 2004-05, barley imports are 
forecast to decrease to 6.5 Mt from 5.7 
Mt in 2003-04. The demand for feed 
barley fluctuates from year-to-year, 
depending on pasture conditions. The 
majority of the barley is fed to camels 
and secondarily to sheep and goats. 


In recent years, Russia and the 
Ukraine have been the major 
suppliers. Australia is also a major 
player since it has a competitive 
advantage in this market due to low 
freight costs. The EU continues to be a 
major player in this market but its 
market share has been decreasing 
over time. 


Canadian exports of feed barley to 
Saudi Arabia trended upwards during 
the 1990s, peaking in 1996-97, but 
have since decreased due largely to 
limited supplies of feed barley 
available for export. Canada’s 


livestock sector continues to provide 
higher returns to barley producers than 
the export market. 


Livestock 

Total livestock numbers in Saudi 
Arabia have decreased about 10% in 
the past five years due largely to a 
decrease in the number of sheep, 
which account for over 70% of the total 
Saudi Arabian livestock figure. For 
calendar year 2004, there were about 
7.0 million (min) sheep in Saudi 
Arabia, and 5.8 min sheep are 
expected to be slaughtered. Of the 2.2 
min goats in Saudi Arabia, about 1.6 
min were expected to be slaughtered. 
Cattle are a relatively small component 
of the Saudi Arabian livestock sector, 
with only 115 thousand animals 
slaughtered annually. 


Barley Supply and Disposition 
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June/May 2002- 2003- 
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Beginning 1,257 2,611 2,301 
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Pulse and Special Crops 

Canadian exports of pulse and special 
crops, although relatively small, 
trended upward for several years 
during the late 1990’s peaking at about 
11 thousand tonnes in 2003-04. 


Exports of Canadian pulse and special 
crops, in general, decreased in 2002- 
03 due to drought conditions in 
western Canada that affected 
exportable supplies. 


For 2004-05, Canadian exports of 
pulse and special crops are forecast 
as follows: lentils, 5,000t; dry peas, 
5,000t. Smaller volumes of chickpeas, 
fababeans, mustard seed and canary 
seed are expected to be exported to 
Saudi Arabia. Total exports of pulse 
and special crops are forecast to 
increase to about 12,000t mostly due 
to higher exports of lentils. 


OUTLOOK 2005-06 


Saudi Arabia’s economic and political 
prospects are closely tied to the price 
of crude oil and the threat of terrorism. 
Those factors are expected to play an 
important role for Saudi Arabia. As 
well, the problems of increasing public 
debt and unemployment are expected 
to contribute to the country’s social 
unrest. The end result is that Saudi 
Arabia’s imports of agricultural and 
agri-food products will be affected to 
some extent, but there is still a need to 


Wheat Supply and Disposition 


- thousandtonnes - 


June/May 2002- 2003- 2004- 2005- 

Crop Year 03 04 05e O6f 

Beginning 

Stoeke 1271 i oo2e liZ0G 5 el OG 

Production 2,000 2,000 1,600 1,550 
400 550 


Imports 161 26 
Supply SASL ES SOOM 2 UOMO ZUG 


Human 
Consumption 2:050 2,050 2,100 2,100 


Feed Use 50 50 50 50 
Total Use 2 1002 OOM 2150 2,150 


Carry out 
Stocks 


1,332 1,258 1,108 1,058 
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feed a growing population, whether For more information please 


that be with commodities produced contact: 
domestically or those imported from Stan Spak, 
countries with exportable surpluses. Market Analyst 


Phone: (204) 983-8467 
More than half of the population of E-mail: spaks@aqr.qc.ca 
Saudi Arabia is under the age of 20, 
and the country’s population is 
increasing at an annual rate of 3.5%. 
The robust population growth, coupled 
with insufficient arable land and limited 
water supplies, means that Saudi 
Arabia is dependent on imports of food 
and drink, particularly fresh and 
processed food products. This 
demand for higher value food products 
has given impetus to the speedy 
development of the Saudi Arabian food 
processing capacity in order to meet 
increasing consumer needs. 
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Wheat 

For 2005-06, wheat production in 
Saudi Arabia is forecast at 1.6 Mt, 
unchanged from 2004-05. Imports are 
forecast at 0.7 Mt, and consumption is 
expected to increase slightly to 2.2 Mt. 
Ending stocks for 2005-06 are forecast 
at 1.2 Mt, up slightly from 2004-05 and 
more in line with the 10-year average. 
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Barley 

For 2005-06, barley production in 
Saudi Arabia is forecast to remain nil 
and imports are expected to decline 
slightly, to 0.6 Mt, due to a larger than 
normal carry-in from 2004-05. Ending 
stocks are forecast at 2.3 Mt, down 
from 2.6 Mt in 2004-05, but 
significantly higher than the 10-year 
average of 1.9 Mt. Imports from 
Canada are expected to be minimal 
due to the strong domestic market for 
feed barley in Canada. 
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Pulse and Special Crops 

For 2005-06, Canadian exports to 
Saudi Arabia are expected to increase 
slightly for lentils and dry peas. 


Livestock 

The total livestock number is expected 
to remain virtually unchanged at 9.9 
min for calendar year 2005. 
Specifically, the sheep count is 
expected to remain at 7.0 min and the 
goat count at 2.2 min. The total 
number of animals slaughtered for 
calendar year 2005 is forecast at 7.6 
min head, unchanged from 2004. 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, we wish to gratefully acknowledge input from the following: 
Canadian Wheat Board, International Markets Development (AAFC), Markets and Industry Services Branch (AAFC), International Trade Policy Directorate 
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B. CASH PRICES AND REPLACEMENT VALUES February 7, 2005 
PRAIRIE GRAINS 


A ee PSS Pk aS Pa Oar Bae PIP NAO ee Nee N/A 
eel he dg depen had | sedis Barley tr | P5162:00 166.00 167.00 181.00 
Halifax, NS 1 In-store 132.28 138.28 138.28 195.28 


ie eee ee This week | Last week Month ago Year ago 
Selected Points Price Basis 7-Feb-05 24-Jan-05 10-Jan-05 9-Feb-04 
rom: Thunder Bay(WCE) (2) 
(CBOT) (aS i See | ne Me Mee Le ee ee ee 
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Stephenville, NL 
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Track 
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Ee I ee eee 
Track 
Montreal, QC ee aM se Aad fe Sah Whe toa | STs [aie a | pees Ea | IN| 
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eee Pee eee ee a Se ee ae ee 
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pie o oe p Se tg eos 94 94.23 98.99 147.55 

Vb Bde Oe © eB iaags 113.27 118.03 166.59 
oA Sid Sil Te . 
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rom: US Lake Port n Board Vessel 
O: Montreal, QC (1) 

rom: Chicago (IL 

O: Montreal, QC 


rom: Chatham, ON 
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fe ed ee 
In-store 
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7-Feb-05 24-Jan-05 10-Jan-05 9-Feb-04 


2 
a 
= 
be) 
(2) 
nn 


(eS Pere ae 24220 243.39 251.10 351.80 
oh ew Pe Bd e266 2 267.72 275.43 376.13 

Moncton, NB Track cee 2 Speier We 265.27 286.47 294.18 394.88 
i 2 3 area ; 


288.59 289.69 297.40 398.10 
337.22 338.32 346.03 446.73 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
prices at shipping points plus the full transfer costs including 


Replacement values reflect quoted cash duty and exchange where applicable 


A. SELLING PRICE OF BULK FEED | INTS February 7, 2005 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2498, closing date February 4, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.gc.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_ (2) Canadian Corn #3 0 


1#2 (3)US Com (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal (7) Fraser Valley (8) Wheat & Barley (Basis - Cash Price WCE) (9) Oats 3CW 


B. CASH PRICES AND REPLACEMENT VALUES February 21, 2005 
PRAIRIE GRAINS 
Selected Points Price Basis 21-Feb-05 7-Feb-05 24-Jan-05 23-Feb-04 
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rom: US Lake Port 


To: Montreal, QC (1) In 
From: Chicago (IL Track 101.20 101.20 99.04 155.95 
To: Montreal, QC Track 130.06 130.06 127.90 184.81 


rom: Chatham, ON 
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1. Prices include ONE month of storage and interest charges n/a = not available 


2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 


Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Rep prices at shipping points plus the full transfer costs including 


lacement values reflect quoted cash duty and exchange where applicable 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS February 21, 2005 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2299, closing date February 18, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS _(2) Canadian Corn #3 or #2_(3) US Corn (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal_(7) Fraser Valley (8) Wheat & Barley (Basis - Cash Price WCE) (9) Oats 3CW 
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CANADA: BARLEY SUPPLY AND DISPOSITION 


.annanngngsarnanacsnagnasanenneannonsnsnnosnounasanosannsscasonagtassnannenpate steasnaaaarn ages teagngenontnasasaneasnenanosnonsnerannnoannonannnnsnannneR ROO SOE NCE eee 
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f forecast, AAFC (January, 2005) crop year (August - July) 
Source: Statistics Canada 
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Production Domestic Consumption Exports Carry- 

Crop Year ‘Ae a ae oP co Se Ce eee Supply out 

Area Yield Feed Malting Total sate FWD Malting Other Feed Malting Malt total stocks 

000 
(Aug.-Jul.) ha ace poe O00 teeter FOS Mes nian cite Eada, OM ey Ee BOS 0, 0,00 gt sae Ha: ARE Re SO > a ee 
2000-01 4468 2.96 11,051 Zl or229 16 16,106 10,179 350 429 820 15123-95700 452.643 2,516 
2001-02 4,150 2.61 8,912 1,934 10,846 18. 13,473 9,052 287 466 135 957 678: -1,770 1,898 
2002-03 3,348 2.24 6,384 L105 7,489 ihe) 9,796 6,463 312 452 10 304 632 946 1,475 
2003-04 4,446 2.77 10,347 1,981, 12,328 15-9 43:836 8,574 289 423 900 874 671 2,445 2,108 
2004-05f 4,050 3.26 11,561 1,625.5:13:186 12, 16,344 9,089 275 450 S75 825 650 1,850 3,700 
Notes: 1) Exports of malt are in grain equivalent. 


2) Feed production = total production minus malting barley selection; including seed, waste & dockage. 

3) Production of malting barley equals malting barley exports plus malting exports plus food & industrial use. 
4) Other domestic consumption = human food use + seed use + loss in handling 

FWD = Feed, Waste and Dockage 


Source: Statistics Canada and AAFC 
f: AAFC February 2005 forecast 


Canada Australia Other 1/ Total 


See ote eee thousand tonnes ...............6.... 
China 400 500 1,100 0 2,000 
Other 2 350 0 50 850 1,250 
Latin America 3 300 0 100 250 650 
Asia 4/ 250 0 200 100 550 
US 100 200 50 0 350 
Europe 5/ 0 0 0 300 


Total 1,700 700 1,500 


1/ includes Argentina, the US, and Eastern European countries. 
2/ includes Middle East, South Africa and Oceania 

3/ Central America, the Caribbean, and South America. 

4/ All of Asia, except China. 

5/ All of Europe, except the EU. 

Source: USDA, International Grains Council, Statistics Canada, AAFC 
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MALTING BARLEY: SITUATION AND OUTLOOK 


Lower supplies of malting barley in Australia and Canada are expected to continue to provide strong support for 


malting barley export prices in 2004-0 
increased malting barley supplies in the EU, the strengt 
quality of the 2005-06 barley crops in Canada is expecte 


the Bi-weekly Bulletin examines the situation and outlook for malting barley. 


WORLD BARLEY MARKET 


Barley accounts for 15% of world coarse 
grains use, second only to corn (68%). 
The barley share, however, is trending 
down. The increasing share for corn is 
due mainly to higher productivity gains, 
stronger demand from the growing poultry 
and hog industries and growth in industrial 
use. 


The barley market consists of two major 
segments: the feed barley market and the 
malting barley market. In order to be 
selected for malting barley, the barley 
must meet certain quality standards, the 
most important of which are the protein 
content, extraction rates, plumpness and 
germination. If it is not selected for 
malting, the barley is used for livestock 
feed. In Canada, generally all barley is 
either the two-row or six-row variety but 
there are feed vs. malting varieties. About 
70% of world barley is used for animal 
feed, 20% for malting, and 5% for direct 
food use. Trade in barley grain averaged 
16 Mt over the past ten years, of which 
about 30% was malting barley. 


For 2004-05, world barley production is 
forecast by the USDA to increase to 1S3 
Mt, compared to 142 Mt for 2003-04 and 
the five-year average of 135 Mt. With the 
exception of Australia, production is 
expected to increase in all major exporting 
countries, especially in the EU-25 and 
Ukraine. Supplies are expected to 
increase by 3% from 2003-04, to 174 Mt, 
as increased production is only partially 
offset by lower carry-in stocks. World 
demand for barley, however, is forecast to 
decrease by 1% from 2003-04 to 145 Mt, 
but remain significantly higher than the 
five year average of 137 Mt. The major 
factor driving down world barley demand 


is the reduction of feed barley 
consumption in the EU and Russia from 
last year’s high to a more normal level. 
With production exceeding consumption 
by 7 Mt, world carry-out stocks are 
expected to recover to 29 Mt. 


World barley trade is forecast by the 
USDA to increase from 15.1 Mt to 15.3 
Mt. While exports from the EU and 
Ukraine are expected to increase 
significantly, exports from Australia and 
Canada are forecast to decline sharply. 
Imports by Saudi Arabia and China are 
forecast to increase. 


WORLD MALTING BARLEY MARKET 


The availability of malting barley depends 
on conditions in the general barley 
market. In general, high production of 
“parley” will imply high production of 
malting barley. However, crop conditions 
and the marketing system/infrastructure 
also play critical roles. 


For 2004-05, world malting barley 
supplies are forecast by industrial sources 
to increase as higher production in the EU 
more than offsets lower production in 
Canada and Australia. World trade in 
malting barley is forecast to increase by 
4% from 2003-04 to 5.1 Mt. Exports are 
expected to increase for the EU-25 and 
the US but the low quality of the barley 
crop in both Canada and Australia will 
reduce their exportable supplies. 


MAJOR EXPORTERS 


Lower Exports from Australia on a 
Smaller and Lower Quality Crop 
Australia is the world’s leading exporter of 
malting barley, accounting for about one- 
third of world trade over the last five 
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5. However, this has been partly offset by downward price pressure from 
h of the Canadian dollar and high ocean freight rates. The low 
d to reduce Canadian exports of malting barley. This issue of 


years, at an average of 1.7 Mt. The 
selection rate for malting barley in 
Australia averaged 36% of the crop and 
ranged between 30% and 49% over the 
last five years, the highest among major 
exporters 


As the major competitor for Canada, 
Australia plays a dominant role in China, 
Japan, South Korea and other Asian 
markets. Australian barley is generally of 
lower protein content than Canadian 
barley, and enjoys low transportation 
costs, both inland and overseas. As a 
result it is generally very competitive in 
terms of price and quality. Canada and 
Australia also compete in the South 
African market. 


For 2004-05, barley production in 
Australia is forecast by the Australian 
Bureau of Agricultural and Resource 
Economics (ABARE) at 6.2 Mt, 28% 
below last year’s record crop and 4% 
lower than the 5-year average, due to a 
6% decrease in area seeded and lower 
yields. Low subsoil moisture levels and 
below average rainfalls in September 
and October have reduced yields from 
the exceptional 2003-04 season. 
Production in South Australia, Western 
Australia, and Victoria, the top three 
producing states, is estimated to have 
dropped by more than 30%. Severe 
frost, unusual warmer temperature, and 
rain at harvest have adversely affected 
crop quality and the potential selection 
rate for malting barley. 


As aresult, malting barley supplies for 
the 2004-05 marketing year (Nov-Oct) 
are forecast by ABARE to decrease by 
24% from 2003-04 to 2.20 Mt of which 
0.17 Mt is expected to be absorbed by 
the domestic market, 0.56 Mt to be 


Canada 


exported as barley malt and about 1.50 Mt 
to be exported as malting barley. This 
represents a 30% decrease in Australia’s 
malting barley exports from the record of 
2.1 Mt in 2003-04 and an 8% drop from 
the five year average of 1.59 Mt. 


Higher EU Production and Exports 
The EU is the second largest exporter of 
malting barley and the world’s largest 
exporter of barley malt. France is the 
leading EU exporter of malting barley, 
followed by Denmark and the new 
members, the Czech Republic and 
Hungary. The EU also enjoys the most 
diversified markets among the major 
exporters. China, Russia, Brazil, 
Colombia and Peru are among its major 
markets. 


EU malting barley is dominated by two- 
row spring varieties. However, some two- 
row and six-row winter barley is grown in 
northwest Europe. The EU also has a 
relatively low select rate, of malting barley 
from the whole barley crop, at 20-25%. 
Although higher than the average of 16% 
for Canada, this is much lower than in 
Australia. The EU is also different from 
the other major exporters in that more of 
its malting barley production, 60-65%, is 
processed domestically, rather than 
exported unprocessed as grain, while that 
ratio is only 45% for Canada and one third 
for Australia. 


For 2004-05, barley production in the EU- 
25 is estimated by the USDA to reach a 
five- year high of 61.8 Mt, 13% higher than 
last year and 8% larger than the average 
of last 5 years. A milder winter and 
adequate soil moisture boosted yields 
significantly in France, Germany, Spain 
and other member states, despite a slight 
decrease in area harvested. 

Meanwhile, with the substitution of feed 
wheat and corn for barley, domestic feed 
use is forecast to return to a more normal 
level of 38.0 Mt from last year’s 41.0 Mt, 
although domestic food and industrial use 
remains unchanged at 15.9 Mt. EU barley 
exports are forecast to partially recover 
from last year’s 1.0 M to 3.3 Mt, but are 
still short of the historical average of about 
6.6 Mt. As a result, EU carry-out stocks 
are projected to recover robustly, from 4.0 
Mt in 2003-04 to 8.9 Mt, compared to the 
historical average of 9.6 Mt. 


Larger surplus supplies of malting barley 
in the EU, less competition from both 
Australia and Canada, and stronger import 
demand are expected to raise EU malting 
barley exports in 2004-05. Malting barley 
exports for the EU are forecast to increase 
from 1.1 Mt in 2003-04 to 1.3 Mt in 2004- 
05. 


Lower exports from Canada 

In Canada, about 75/25 per cent of the 
area seeded to barley is of malting/feed 
varieties. Newly released malting 
varieties tend to narrow the gap in yields 
between the two barley classes. Canada 
has the lowest selection rate of malting 
barley at about 16 per cent of the total 
barley crop, making Canada a consistent 
supplier of top quality malting barley in 
the world. The remainder is used for 
animal feed by the growing livestock 
industry in western Canada. 


Canada and France are the major 
exporters with significant supplies of both 
two-row and six-row malting barley. With 
the development of new two-row varieties 
and to adapt to the growing demand for 
two-row barley overseas, the area seeded 
to two-row varieties in Canada has kept 
increasing, at the expense of six-row. In 
the last decade, the market share for two- 
row varieties has increased from less 
than 50% to more than 70%. Currently, 
two-row barley is produced mainly in 
Alberta and western Saskatchewan and 
six-row varieties are concentrated in 
Manitoba and eastern Saskatchewan. 


In 2003-04, Canada produced 12.3 Mt of 
barley. Of the total supplies of 13.8 Mt, 
about 8.6 Mt, or 60%, were used for 
domestic feed and 0.9 Mt were exported 
as feed barley. For the 1.8 Mt selected 
as malting barley, ata rate of 15%, 1.6 
Mt were exported, consisting of 0.9 Mt of 
malting barley and 0.7 Mt of barley malt 
(in grain equivalent). The major markets 
for Canadian malting barley were China 
and the US, with small volumes to South 
Africa and South America. 


For 2004-05, barley production increased 
by 7% from 2003-04 to 13.2 Mt, as higher 
yields more than offset lower seeded 
area. The total supply of barley increased 
by 11 percent as a result of higher carry- 
in stocks. However, unfavourable 
weather conditions significantly reduced 
crop quality and the supply of malting 
barley. Low temperatures delayed 
planting and impeded the development of 
the barley crop. This was coupled with 
early frost which resulted in immature 
seeds, frost damage, and shrunk/broken 
kernels. Finally, rain at harvest caused 
severe fusarium and sprout damage in 
some areas, making it very hard to meet 
malting barley standards. 


As a result, Canada’s malting barley 
supply is forecast to decrease to 1.7 Mt, 
consisting of 1.5 Mt of two-row and 0.2 Mt 
of six-row. About 0.8 Mt is available for 
export as malting barley destined mainly 
for China and the US. Of the 0.9 Mt 


processed domestically, 30% is 
expected to be consumed by the 
Canadian beer industry and 70% 
exported as barley malt. 


Argentina: a Regional Player 
Argentina has recently become a 
significant exporter of malting barley and 
barley malt, mainly to Brazil and other 
countries in South America. Barley 
production in Argentina is estimated at 
0.7 Mt for 2004-05, more than three 
times the output in the 1980's. Exports 
are forecast to remain at 0.15 Mt for 
malting barley and 0.3 Mt for barley malt. 
The vast majority of Argentina’s exports, 
both malting barley and barley malt, are 
expected to continue to go to Brazil, with 
the remainder to Chile and Uruguay. 


MAJOR IMPORTERS 


Higher Chinese Imports 

China started importing malting barley in 
1980 and has been the world’s largest 
malting barley importer for more than a 
decade. In 2003, China replaced the US 
as the world’s largest beer producer. 
The beer industry in China is growing 
very rapidly and currently requires about 
3 Mt of malting barley a year - 1 Mt of 
which are domestically produced and 2 
Mt are imported. China has been the 
leading market for both Australia and 
France and the largest market, second to 
the US, for Canada. 


In 2003-04, malting barley imports into 
China decreased from 1.9 Mt in 2002-03 
to 1.4 Mt, due to larger domestic supplies 
and higher carry-in stocks. Although the 
Official estimate of China’s barley 
production, at 2.7 Mt, is significantly 
lower than the historical trend and 
USDA's estimate of 3.4 Mt, domestic 
supplies of malting barley were 
estimated at 1.3 -1.4 Mt, significantly 
higher than the historical average of 1.0 
Mt. In addition, the outbreak of SARS in 
the spring 2003 reduced China’s beer 
consumption, leaving higher stocks, 
mainly imported malting barley, carried 
over to 2003-04. 


For 2004-05, barley production in China 
is Officially estimated to have increased 
to 3.7 Mt, due mainly to higher area 
seeded to barley. However, domestic 
supplies of malting barley are expected 
to be well below 1 Mt. Drought 
conditions during vegetation and rain at 
harvest affected protein content and 
screenings in northeastern China and 
the lower Yangtze River valley, leaving 
northwestern China the only major 
producing region with a normal selection 
rate. As aresult, prices for domestic 


barley have increased from US$170/t last 
year to a historical high of US$210/t. 


Based on an average malt usage of 10 
Kg/hl, China’s total demand for malting 
barley is forecast at 3.3 Mt in 2004-05, 
suggesting an import demand of 2.75 Mt. 
However, as seen in the past, malt usage 
in China is very price-sensitive and 
imports are forecast to increase to only 
2.0 Mt. 


Lower US Imports on Larger Domestic 
Supply 

The US is the second largest beer 
producer in the world. However, US 
government support programs have 
reduced area seeded in traditional malting 
barley areas. As barley demand for food 
and processing remained stable at nearly 
4.0 Mt, malting barley imports have 
increased to about 0.5 Mt, while exports 
declined to 0.2 Mt. 


Although the US malting barley market is 
still dominated by six-row varieties, two- 
row varieties have gained popularity in 
recent years. In North Dakota, the leading 
state in US malting barley production, 
farmers favour six-row varieties due to the 
relatively humid growing conditions in the 
Red River Valley. However, malting 
barley production and processing capacity 
have increased in Montana and Idaho 
where drier growing conditions allow a 
higher production of two-row varieties and 
the selection rates are much higher than 
in North Dakota. Currently, two-row 
varieties account for 20% of US barley 
area, while six-row varieties account for 
80%. 


US malting barley imports have trended 
lower in the past decade, from an annual 
average of 0.7 Mt to less than 0.5 Mt, 
while imports of barley malt, mainly from 
Canada, increased sharply. However, the 
US has been the leading market for 
Canadian malting barley and is expected 
to continue to be one of the major markets 
for Canada. For 2004-05, US imports are 
expected to continue the downward trend, 
decreasing from about 0.5 Mt in 2003-04 
to 0.45 Mt, due to higher US carry-in 
stocks, large domestic production with 
good quality, and concerns over 
exportable supplies from Canada. 


Russia has Great Potential 

Russia has been the world’s second most 
rapidly expanding beer market after China 
in recent years and the market is expected 
to continue to grow, albeit at a rate lower 
than the current annual average of 20%. 
The rising consumption is attributed to 
increased consumer incomes and 


changes in government taxation favouring 
beer over vodka. 


Russia requires about 1.2 Mt of malting 
barley annually. About one third of the 
requirements are sourced from domestic 
production. Russia’s imports consist of 
an average of 0.17 Mt of malting barley 
and 0.73 Mt of barley malt (in grain 
equivalent). In addition to the growth in 
beer consumption, the building-up of new 
domestic malting capacity will boost 
Russia’s malting barley imports 
significantly, substituting for malt imports. 


The EU has been the predominant 
supplier of both malting barley and malt 
for Russia. This situation is expected to 
continue, although the balance is 
projected to shift rapidly from barley malt 
to malting barley. However, 
developments in the Russian market are 
expected to become more relevant to all 
market players, including Canada. 


PRICES 


World Prices 

World malting barley prices are heavily 
dependent on several factors: (a) the 
quantity and quality of the barley crop 
available for selection in the major 
exporting countries, which, in turn, is 
closely related to weather conditions; 

(b) world feed barley prices which are 
affected by US corn prices and barley 
supplies in the Black Sea region and the 
EU; (c) policies in the major exporting and 
importing countries, such as export 
subsidies in the EU; and (d) demand from 
the major importers. 


For 2004-05, decreased exportable 
supplies and lower crop quality in 
Australia and Canada are providing 
strong support to world malting barley 
prices. Strong import demand, 
particularly from China, will also support 
world prices. However, the strength in 
malting barley prices is expected to be 
partially offset by larger supplies from the 
EU. The weakness in the world coarse 
grain market is also expected to pressure 
malting barley prices. 


Record US corn production and larger 
exportable supplies of feed barley from 
Ukraine and the EU lead to the weakness 
in world coarse grain prices, although 
world demand remains strong. World 
feed barley prices are expected to be 
further depressed by EU export subsidies. 
While suspended in 2003-04, EU export 
refunds for barley were re-introduced in 
October 2004. For the crop-year to date, 
the EU has applied subsidies on 0.86 Mt 
of barley at an equivalent of US$23.61/t. 


As a result, world feed barley prices for 
2004-05 are forecast to decrease by 
15%, or about US$20A, from 2003-04 to 
US$110/t at PNW. For malting barley, 
world prices in US dollar are expected to 
average US$150/t at PNW, US$155/t in 
Adelaide, Australia, and US$160/t at 
Rouen, France 


Canadian Returns/Prices 

Malting barley prices for Canadian 
farmers are expected to be pressured 
further by the strength in the Canadian 
dollar and higher ocean freight rates. 


The Strength in Canadian dollar 

The exchange rate for the Canadian 
dollar is expected to average Cdn$1.23 
per US$ for 2004-05 versus Cdn$1.34 
and Cdn$1.50 per US$ in 2003-04 and 
2002-03, respectively. The stronger 
Canadian dollar alone would cause 
malting barley prices, in Canadian dollar, 
to drop by 8% from 2003-04. 


A strong Canadian dollar has 
implications for prices/returns, not only in 
Canada, but for Canada’s 
competitiveness in the world market. 
However, the impact is mitigated by the 
fact that major competitors’ currencies 
also appreciated against the US dollar. 
For 2003-04, the Euro and Australian 
dollar strengthened by 2% and 9%, 
respectively, against the Canadian dollar, 
meaning that changes in these exchange 
rates put Canada in a better position to 
compete. However, the situation has 
changed for 2004-05 as the Canadian 
dollar has gained 2% and 4% against the 
Euro and the Australian dollar, 
respectively, making Canada less 
competitive. 


Higher Ocean Freight Rates 

For 2004-05, freight rates are expected 
to average US$40/t from the PNW to 
China vs. US$29/t in 2003-04 and 
US$27/t in 2002-03. Given the strong 
demand for and the inelastic supply of 
dry bulk ocean freight services, freight 
rates are widely expected by the industry 
to remain high for at least a few years. 
Higher freight rates have the effect of 
depressing export prices and raising 
import prices, with some of the extra cost 
ultimately born by Canadian farmers. 


However, major competitors have been 
affected similarly, if not more. Freight 
rates for 2004-05 from Australia to China 
are expected to average US$30/t vs. 
US$27/t in 2003-04 and US$18/t in 
2002-03. Therefore, as in the case of 
exchange rates, high ocean freight rates 
have a large impact on Canada’s export 


returns/prices, but a less significant impact 
on Canada’s competitive position in the 
world malting barley market. 


The 2004-05 CWB Return Outlook (PRO) 
in January 2005, in-store Vancouver/St. 
Lawrence is $178/t for Special Select 
Two-row and $162/t for Special Select 
Six-row designated barley. The PROs are 
about $20/t lower than 2003-04 PROs this 
time last year and, if realized, represent 
one of the lowest total payments to 
producers in the last few years. 


OUTLOOK FOR 2005-06 

For 2005-06, world barley production is 
expected to decrease by about five 
percent to 145 Mt, as lower production in 
Europe and North America more than 
offset higher production in Australia. Crop 
quality in Canada and Australia is 
expected to return to more normal levels, 
raising world malting barley supplies. 
Import demand is expected to remain 
strong for China, Russia, Latin America 
and the US. US corn prices are expected 
to increase slightly due to lower 
production. A stronger world feed barley 
market is expected to support world 
malting barley prices. However, the 
Canadian dollar is expected to continue to 
be strong which could partially offset the 
gains in higher commodity prices 


LONGER TERM OUTLOOK 

For the period of 1996-97 to 2002-03, 
world consumption of feed barley trended 
down, from more than 100 Mt to 92 Mt 
and world trade fluctuated between 9.8 
and 13.8 Mt. For the same period, world 
trade in feed barley increased from 3.8 to 
5.0 Mt. Trade in barley malt increased 
from 4.6 Mt to 5.7 Mt. 


For the 2003-04 to 2008-09 period, 
malting barley trade is forecast by IGC to 
increase by 1.2 Mt to 6.2 Mt, while world 
trade of feed barley is expected to 
increase by only 0.8 Mt to 13.4 Mt and 
world trade of barley malt to stagnate at 
5.5 Mt. 


The proportion of feed barley trade is, 
therefore, expected to decline from about 
60% in the early 1990’s to 50% by 2008- 
09. The malting barley and barley malt 
sector is forecast to gradually expand due 
to rising beer production in several 
countries. Within the malting sector, the 
grain component of trade is set to gain 
ground on malt, as malting capacity 
expands for key importers. 


The beer industries in the developed 
economies are generally in the mature 
Stage. Per capita beer consumption has 
either declined or stagnated in the last 


While the Market Analysis Division assumes responsibility for all information contained in this bulletin, w 
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decade, due to increasing awareness of 
the health risks associated with heavy 
alcohol use, changes in consumer 
preference (the rising popularity of red 
wine and some soft drinks), increased 
competition from other beverages 
(flavoured alcoholic drinks), and more 
restrictive government regulation and 
taxation 


Declining beer consumption in North 
America, Western Europe, Australia and 
Japan, combined with the substitution of 
rice for barley and the popularity of low- 
malt beer have constrained the growth in 
demand for malting barley. However, 
beer consumption has been increasing in 
developing countries in Asia and Latin 
America and in eastern Europe and the 
CIS, as a result of fast economic 
development and higher income. 

Included in the countries with the greatest 
growth potential are China, Russia, Brazil, 
Mexico, Argentina, Thailand and Vietnam. 
These regions are expected to drive up 
world demand for malting barley in the 
decades to come. 


Chinese Demand 

Higher income, urbanization, and a larger 
proportion of young people are expected 
to continue to drive up China’s beer 
consumption and, thus, malting barley 
demand in the decades to come. 
However, new initiatives in China’s barley 
sector could have significant long-term 
implications for the world malting barley 
market and Canada’s export potential to 
China. 


In reaction to years of high prices and 
supply fluctuation in the world malting 
barley market, China’s Ministry of 
Agriculture has drafted a five year plan to 
boost China’s domestic malting barley 
production and partially substitute for 
imports, by identifying and tackling issues 
in China’s domestic malting barley supply 
chain. If implemented successfully, 
malting barley imports into China could be 
reduced significantly and world prices 
could be pressured downward over the 
medium-to-long term. 


For more information please contact: 
Joe Wang, Coarse Grain Analyst 
Phone: (204) 983-8461 


E-mail: wangjz@agr.gc.ca 
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B. CASH PRICES AND REPLACEMENT VALUES January 24, 2005 
PRAIRIE GRAINS 


Rees | This week Last week Month ago Year ago 
Selected Points Price Basis 24-Jan-05 10-Jan-05 29-Dec-04 26-Jan-04 
From: Thunder Bay(WCE) (2) _ [In-Store 
PE CEOT) a Sil Ree am gif Vee ee Daten | mal170,00 alt ts50:40 eis aos © |W EeTeaenS a 
eee ee | ee Pee ee OE ee 
To: Bayport, ON (1) _[In-store 
LE (RR Rg) SCALE | PRPS Oat IRI TSENG Se ORAM SNA = © oe BNE | 
ed rs ee eae ee Ee 
|____ Montreal, QC" (1) “in-store Wheat | 131.03 | 43103. [| 29037) e803 
ee (ee ee oe he ee hed oe I a ee 
ee ee a ee se ne dee ee Coe 
[LS ahs (Re ie [eee Oate pct Poet ASTI NADET | SENATE | Oe TRNAS Fs 
ea ea Se ee a De 
| TruropNS = Truck via Halifax 
[LE So Se Ry ae ab ets Oat | Pee NAPE TP RN AOE |e SAG oo 
MERE Ca ee a ne ee i ae 
In-store 
eed Ee en) a ee a i 
ee a ee) ee ee een ee eee 
| _Stephenville, NL__[ Track / Truck via Sydne 
MR See en ce ee ee ee Lee Ga oe ved 
Re es ee IN ed a Nc eee i Se ee 
| ___ Melfort SK. 2 siti tl Saleh oped Pabnts [derek Wheat @o0F [ots N/A CRE NABER MERER NACE OS EMNAWE 5 | 
Mn eS ee ne EEE er Ieee | 
| _2 +! = Ea Re [Track 
| _ 1 Bayport; ON xis ae oe | id Rete fa apa eet | PE Wheat eye Pea NA ee eee SOTA Tee [oom SARE, 
SPER es) ee ee ae lee a en OE. a od 
2565 ea sea NE Track 
L." Montreal, OC 5 6 5k ila lin aie a dea Wheat amie aa NAR eek AR ENA ORES | = ENA | 
ee Oe) Eee ee i eed la Ne ee 1 
|. twat. Sh Sa Sou paeess Track 
L_ = -Moncton-NB> tote ball Bape ih aie bind] URANO Wheat ener | MEN/A tee | COIN AS alt OREN UE a be a RNASE J) 
ee ee ee een a ae Ne a a ee 
|. - i EP SR SE Track 
Be (Ce ee Ee es oe ee a ee oe i I ee 
ee er ae eee ee eer eee eae ae eee 
| SIA ie tel [Track iruckwviaisydne 
| 2. Stephenville. Ni keisha Spb Pe Wheat Sete | PEN Arees| CRON A RENN be RARER |S SIVA ES aE, 
ee ee ae Tee ae em ee et ee 
po tee i ee ol ee a Gore | Sob Raney tse | SET NAPS | NA eS NIA ee | oo a SNARE Fg 
en ee ee a eee ee ane SE oe ee eee ae 
Dare ek eo 
Com. Fs ee a ae ee eB po | $24-Jan-054)'10-Jan-05 29-Dec-04 26-Jan-04 
From: 1US Lake Port sii ea | On Board Vessel <<)" 5) | igi 04:75 en oe RO elog mm 405318 I m4a091 
To: __Montreal,QC (1) _|In-store eave pape hee Geis 27 Wee 18 Ose Pe oS ee | Soa oe eT 
LFrom::s Chicago (ILjGa5 p02 | Track steak aid email] Sheree aS eel [Diet 09.041 04 co een 10402 % e?|s > 143,000 5 
Tons 2 MontrealiQC seaman] Tack alee aaepegpniind) Seay ope pop stem el | ei 27,00 ew Patios come ee IS) See al | tO Poa 
From: Chatham,ON __| Track edad nde) | 8102130 E5105 40M ew Bde ys ae | 5208 oa 
To: __ Montreal, QC Track abe eepe ees (1 261000 P2856 |r s0 Tee | woot 


Soymeal 48% Protein 


ee lee) ee Te ee Rn ia eRe 
To: i Montréal (QC Mieaainies| Track a aliens ie eee ne) sheers rere $207.72 Per 7s Ae 543 ee ose | 
a ee a ee ee ee or ee eee eee ie 
MEME a Cee eee Ce ee ee re ee es 
| Stephenville, NL_[Track/TruckviaSydney [| CT 38.32 | 346.03 [346.03 | 453.23 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash pri ippi ints plus the full transfer costs including duty and exchange where applicable 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS January 24, 2005 
POINT PERIOD BASIS WHEAT| OATS | BARLEY| CORN | BASIS| MEAL MEAL FEEDS | MEAL MEAL FAT MEAL FEED PEAS | ALFALFA MEAL 
Vancouver January 24, 2005__ |FOB 422.001 NA | 125.00] 142.00] | 264.00 | 151.00 | 115.00] ‘| 850.00 [500.00] | S| CT CC 335.00 
[1 499.00] N/A | 125.00 | 140.00 |_| 262.00] 151.00_| 117.00] _| 850.00 | 00.00[ [| 325,00 
FOBGEo aan 404,00 WAT | 112.00 (7140.00 | air | 206,60] melt | =| 165.00] 975.007] 525,000] cake tag | Ses © | eee cere Ue 
ee ees: = [104 00 [NVA 9112,001| 190.00 een” | © 26616000 ae Sev [2m URN 165,00) £976,005 |535,00" ener | Seta a eee amen ee coe 
FOB 1 85.00 | 134.50| 92.00 | 130.00| | 264.00 | NA | | 180.00] NA [535.00[ 118.33] | 360.00 __ 
13.50 | 131.00 93.00] 133.00] | 269.00 | N/A_| | 180.00] NA [sa500[ [|  ti7.00] | —350.00_ 
anvary 24-2005 [FOB] 129.00] 140.00] 111.00] 115.00] | 242.00 | NA | | 290.00| toor.so[sisoo[ ff Tt 340.00_| 
4) (9 eee cts [eee eae | 106.5011 140/001 51710.00)| 176.00 |e | 8 248.50 fen NIA w|i | 200.00 | 10121605 |1615,001] Commcuen |e 1 ee SBOE 
fTanuary 24,2005 [In-Store __| 103.00 |_N/A 07 B5 | oe ae [See me ae | Bl ee em he | eee] ek | ae naa eee ee 
fanuary 17,2005 [| | 103.00 |_N/A OST 3 Mae cd eS ee en Ee Be 
January 24,2005 [OnBoard | [| | | 94.23 ead eee a a a ed a 
USA 3) [January 17,2005 [Vessel [| | | Cds (93.34 eed aa Ee Eg Ge eed Ee i Se eS es 
Bay Ports sete eS aT Stores 155.00 [005.00 [140.00] ae nas] mess | Sam eee [roeetn | art | enw [es [Sens aru [eee | Rae | ee 
ON January 17, 2005 Fae REC Pal SE A Ee ee a De ee ee Se 
Chatham January 24, 2005 Teck aires | een | ETT [ Ee] 102.15 | ew amen [em mee | wae a. amet [ae ok | ad | coe ee | il Ss | eee ae 
ON Genera mins [aE pc eee F102. 21 [tama [eee ee Poets | 1, Weer [eas we [Soma | nme (eee a ee 
Toronto Fs aol | NR aa © [OP [FOB [a7 a |p teu | | 179,00 | =? Nee | 420,00:)8425 00% [114,000] Memes | CBee 00K eez05 00s) 
ON Sr eter, res aa | smn | eet | ose [om ees apices | Feeee | E [e | eene | 168.00) NA (440.00 | 425.00 | 114.00 | | 265.00 |_300.00_| 
Hamilton Face US USS ca da ad ri OPT WEY GR De ed ed 
ON ete acs Mme | cams | te [ie ete | Se pa’ | a [297.88 | Nee] og | ere | ae | Se |e a ee 
Eastern tev am OP sume [| cn [ism | 0 eT [ses [me eae [me ae | ee | ewe | ea |e | ea ae | Se 
ON Fee TOL ed aed AAT SD RN Te (ee ed Ce See 
London eter acc c te Meena [mi | eee] errs ms | ecm [me | ee ee ime || 5425-60: 51 14.00: | area | ee ees 
ON eases NC 005 Su Mascaras [ames FG [SNe | | Ys [i med [ae © [eee = | eee [426,005 17114100 | a ae ee 
Pertcabone —fmsiane ros FP iso gf 
ON e120 a ea | | ee ea eee ee | 62.50) [ees | ee | me [405 00: [114.001 eareneee aa eee 
feria zs from PPP ig 
ON Pe TSE a esd ed EE ES Se 
ona a ee eee rast cesT trase [7400 [108.00 850.00 | 424.00] 425.00] 114.00[ [| 270.00 | 310.00 _| 
QC 5) [fanuary 17,2005 [|__| 133.00 150.00| 146.00 | 124.00 [ FOB | 252.53 | 172.33 | 74.00 | 168.00] 850.00 424.00 | 425.00 [ 114.00 [| 270.00 |_310.00_| 
Trois-Riviéres eR te 0c etc va | ST RUE [012,705] DO | coe [ome fete | ecm | ore | ware |e ere | eevee ee pee ane 
Epes SUE GZ LD CE A YG EG Ra | SN eed eed fh Se 
Toe MMs Lit 522 | DAA Yaa | 015, 75 | ee |e as Ass | Ra | enn fn [ave enh | canter [a | Sec [ene ae | 
January 17,2005 | =i: 143.97 | 123.20] 145.23[ 116.78 | _—i|—247.83 eae ee CAT Ces EE Re (ee EI) 
fee ano cic mae 16 70 Nes tooled 2116.31" eee |a248 09) eciein v|_o roleaien vied | Tovne | eee | Se 
geet G15 is SUAS 1G 1.0001 16,50] emcee | 240,71 [meee | ve mene Meenas | le | es ee ee 
Tana DOSE Track ea 157 6 aI 161.49.| 1404.09 |b = | 209.48] 20110 | => weal 270,05] De = || 505.00 [one me See ene Se eee ales 
ane © CREEL) Cand BE Oe Be Pe A eS 
vg PTETREar BE OUST dR ee EO el ee 
Suse EC eee CN a a ee ee ee ee 
January 24,2005 |In-Store | NA | N/A | NA | fet.05{ | 31500 [| | 297.50[ __—| 1,100.00 | _N/A ae | CE Be Be ed 
January 17,2005 | Ss. ~SNVA | N/A [ N/A [ #N/A | eae S| aes eae Re as a 
Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2212, closing date January 21, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


Fish Meal 8) Wheat & Barley (Basis - Cash Price WCE) (9) Oats 3CW 


1) Wheat 3CWRS. (2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring 


B. CASH PRICES AND REPLACEMENT VALUES February 7, 2005 


PRAIRIE GRAINS 


Selected Points Price Basis 7-Feb-05 24-Jan-05 10-Jan-05 9-Feb-04 
From: Thunder Bay(WCE) (2) 
PS SCR OT) sah ses BE Died Bsa peaks | 16 $25 | 9 20.00 ea AO ae SS 
[feiss FT ALethbridge) jee hess eU[E ok © Barley ace 2108/00n015" 1112.00 UN a geet 1s OOM ae S27 Ue 
To: Bayport, ON (1) _| In-store 
MEME TEMSE rs (Ese a ek LS ee EP Ue ee ee ee ee Ee 
[Ter Se 1 * SOEs TLL ANRE Soe VSNL IDI beg Btls PNY, [Pl 195.20 Ba] OO 130100 HO HE 50S fee EA SU 
In-store 
[RS Tae) oA fe aes CURRY RI Sea PEE AMES Te Cat Om An) Feed eA UA EE ON AS 
EEE Mt | ee ee ee ee 
Se | ee eS Cat ae RIL oe Nias «et NIA ote NARS Lee SNA | 
Se NY Be 2 ee 
Sere nee ee Ps Pe eee eae eee ee eee 
ia ee en Pe ee ee hn ae 2 ae 
In-store 
Pa og ee aN ele Se aia FGM See de Capea mee [Pe eNIA gE Meee AR ees papeee A Bel |e eee SNARE 
[at pone yt Pal [e ae eee a 0 ll ee Radley Oe Monta cali ae (52 30cm lage 1390 eel eee 167.307 
BEES Ge ee ee Ce ie ee 
EN ee a eee VE ee 
i ne i ee Ra eee Se eee TIS 
ET Pe ee AL eee 
|? Se a Track 
Ma eit: in ena Lene elle ema a e ee Te ee 
eee Pee eS ee en ee ee 
EE OT i ee ee ee ee 
[= seuMoniireal; QC Se) ee [Mek fangs Moe ie Rs A Wea | SAA i SS NACA ES a N/A SEN 
Die a fees ee Se eee ie eRe Ie ie Ie ae ee 
eee ea ee Ge ee ie ER See ee ee 
co eee ee res i de es Se re 
ee Po eee ee ae eee a eae ee ee 
ee ee re a Oe ee ee a eee ee 
0 ee oe ee eel Re Ee ee 
SL ee eee os Sree eee SN ee ee 
te Sp ot ae Track /iiruck via Sydney ini eaiSBareysee ges] Ses NAR § [pCeNIA mT S PENNE Pe ay ee SANA 
T Stephenvillo, Ni iabcoa[ob bois het << i tells [eam t Wheat oe 8| emNIAN oe [pom NIA RR Nd N/A eee |e SONATE S| 
EE ees ee eee, SE Ee Se Sa ee 
eee ee eens ad Re eee Lee SEs A ee, Pie 
Sr eee be eee ee ee ee Pee ee eee Gee a ee | 
Ma eVEee Seo oe ee 
Com ek ee a a) ee es | 27-Feb-0548 24Jan-05 10-Jan-05 9-Feb-04 
From: US LakePort_|OnBoardVessel | CC‘ | 823 899 147.85 
Toi = Monitreal,, CHEN (1) ie |lnv-etorel ait Be gusta miss | ie mee tneape ne eOd | ManLa AOpen 710, 27eaeen page 18.03) Se | 106.595 — 
rear Ci ego (IL) eS | Tinh a a tia MR Sm JG 4S e042 ee] em 147: 
Tor Montreal, GC’) 2 fui] Track |) woud ig: We Se Wen | omega gd | Wintza.caebe |e W200 SS Coa 176.41 
ren wi ot. nts Seed Ras eee eee 
To: Montreal, QC Track aan ge Ng | Wee | 126, 00a |S i29.96 SP 176.28 S 


Soymeal 48% Protein 


From: Hamilton; ON Set | av = eee PRONE | SoBe bee eda | $5 247 
To: Montreal, QC ie ee a ee ee eae 
Co ees eo ae ene ee ee ee ee 
CRN We 

Stephenville, NL Track /Truckvia Sydney | —SSC~dSCiéS7.22—s| 38.32 | 84603 | 446.73 


14. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 


LECTED POINTS 
REFERENCE (1) PRICE | SOYBEAN} CANOLA MILL- | MEAT FISH ANIMAL | GLUTEN | GLUTEN] FEED DEHY baa 
Vancouver February 7 2005 S|FOB ~ | 125.00 | WA [127.00 143.50] | 260.00_| 143.00_| 11500] | 876.00 | 500001. -} TS 
BC 4) (7 a | ee 125 00 | BNA 127:001|142,501 ee | 284.500] 190,50] 115.00 |< | 978.00 | 60000 | aT a ee Le ee 
Calgary ee FO aa 7104.00) INVA 10708. 001}1138,00)f ms [262.60 [ues ele oe.) 145.00|c 07s 007|ea500] =. +1 ea [a eel eee SOOT 
AB 4 a ees | 104001 FEN 108.001] 2140.00 | Saryus [0265150] |g ve |156.00] tors00 |. sa800| 7 cto aos |e al = em ere 
February 7, 2005 [FOB [83.00 [141.00] 93.00 | 130.00[ ‘| 250.50_| N/A |_| 160.00] N/A ET) ee BR Ee Br Be 
|__| 83.50 [146.00] 93.00 [130.00 | 252.00 | N/A |__| 470.00] N/A EC ee ES SE a 
February 7, 2005 [FOB [125.00 | 140.00] 107.50 { 116.00] [245.00 [WA |__| 290.00] 970.00 | 515.00[ | | 11 330.00] 
January 31,2005 [ [126.00 [ 140.00[ 110.00] 115.00 ‘| 246.50 | N/A |} 290.00] 970.00 i) ae Ee ee 
EDS STARE TSS ed ON EL Ca dK Be ee rae eee Ss ae 
8) [January 31,2005 [| 100.50 PSS Ee De RSE ol Dee Ee Oe Ce BRS Ee ee Se 
Lake Ports Se UE SIS Ea a aed BT SE a SS RIES es 
USA 3 He ae ES a aad Oa BL a ed LE ST Ae Se ees 
Bay Ports February 7, 2005 __ [In-Store RES EE Ed ee ia a PS ES Red ET oe eS ee Se 
ON PE OTE Es 8 EO EL eM ee) RE a RE ns eee ee Pe 
Chatham Ss CR es de 2 a EN Os ee ae ee 
ON a Se as Ee ee ee a ee eS GS SS 
Toronto Ee 00S EN eae | etna | Seen | ee | Smee! MOB; |s eet r | eae | aetonael 400,00 jae NIA [1430100 749500171 44.00 em ECE DON ECC OGEER 
ON 2 Ea ae ead Mee ire | RDI | es [ates we | Paes os | ao ta eet [ot O.00 | aA e4ap 00 |e4o6 00111 i400" | ealeen = [SES OD | 300.00 _| 
Hamilton Se eee Ameena | RENE BT] ee wlag. |e et | ~240.99 | SANA |p me [ek | en J | SS | Re |, Do | me 
ON FE, COURTS CSS es) ME Oe RE ee 
Eastern EA IO Sag Se BP a ee ee ee 
ON ee 0 eae eeaen gt | wen | Pee AIS 1. 10100.50;|" toe [tetera Mee ay [Gee [estar |[pchepen peesra |e ee [ce [meas lemme eRemnnaT 
London FS SRA SST a a es a a a ed a ed Bee BE eas 
ON EE 2S PTET SS aad ES (Sa et ge Pe ee Ok Ee 
Port Colborne EES gS IE br A Sd Dn ae A ee a eS eee 
Qe seats} —} ar as ago 
Ba a ae el Pa a a ae a IE Se eo a eg 
Ea ee a DR Weed ed a es ee See eae 
February 7,2005_[_{ 133.00| 150.00 142.00 | 125.50 |_| 252.40 [176.88 | 67.67 | 190.00] 650.00 | 408.00 | 425.00 | 114.00 |] 270.00 | 300.00 1 
January 31,2005 | ___ [135.00 | 150.00 | 145.50 | 125.00 | FoB | 256.39 | 183.79 | 66.67 | 190.00] 850.00 | 424.00 | 425.00 | 114.00 |] 270.00 | 300.00 _| 
Ly CSS EC BP Fe (Se Pe 2 ae Ce, ee 
ee ee eer [5 100:00:| Sows 814100 [420.42 |e eae [oe [wae [teas 3 | | ED [| ee | ee gee 
eee EOD saben | 61 49,02) 122.44 eta 27 [9115.22 | Ook | e247 by a |oeaeas | ae are as= | eae ae | eee wma aes | Somes | a GT 
EI ed Be Ee el eS SR ey 
BUST AE ed ESI ES A PZ Be BE a 
aa | eer 6 291001] A | 9161.26: [44 10.86 | eet | 1240769 [C= sme: [newer ee | RE ee eei |e 
irae 00s a Tresck Se 450,80 | | 16 1.49 [7169.63 [eo | 286.635) 201,109 |. =| 2451g5 | soso fee = afte | a a em 
January 31,2005 [157.53 161.49 163-00: BE OB [02601487 | 7201,10'5 |W es [245.65 [ae [505 00; amaanen |. mem) un os | meee ROOU.COmT 
February 7,2005 [Water [|N/A N/A _[_ N/A N/A as | eee ee |S es (ee ee |e ee | Se ee |e | en ee eee 
January 31,2005 [& Truck [| N/A [N/A [N/A CA Ed ee ee Bn oes led ie Se | a Pe 
February 7, 2005 [In-Store [| N/A | N/A _[_N/ ENCE ee Be eae re ed ON Cg ed ee Pe ees 
January 31,2005 [| N i ie i paced ree Ba) eee 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2498, closing date February 4, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.gc.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1] Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_(2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herrin g Fish Meal (7) Fraser Valle 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION February 7, 2005 


Grain and Area Imports Total Exports Total Carry-out. Average 
Crop Year (a) Seeded _ Harvested Yield Production (b) Supply (c) Domestic Use (d) Stocks Price (e) 
000 ha tha  -------- eer errr re thousand metric tonnes - - - --------------77" Sit 

ee eee eee ee ee eee 
Dry Peas 
2001-2002 1,344 1,285 100 2,023 27 2,245 1,381 589 275 190 
2002-2003 1,297 1,050 1.30 1,365 41 1,681 628 743 310 210 
2003-2004 15303 1,271 1.67 2,124 24 2,458 Aouad 936 205 see) 
2004-2005f 1,388 1,345 2.48 3,338 20 3,563 2,000 1,063 500 120-150 
2005-2006f 1,390 i300 9 2 2,875 20 3,395 2,000 1,145 250 120-150 
Lentils 
2001-2002 708 664 0.85 566 6 828 478 219 131 320 
2002-2003 601 387 0.91 354 9 494 320 119 55 390 
2003-2004 554 536 0.97 520 5 580 368 174 38 420 
2004-2005f 778 750 1.28 961 5 1,004 570 304 130 305-335 
2005-2006f 740 TAS cAl7e 840 kis 975 570 245 160 305-335 
Dry Beans 
2001-2002 184 175 1.70 298 42 390 263 97 30 725 
2002-2003 230 219 1.89 414 40 484 297 117 70 445 
2003-2004 167 167 23 356 31 457 344 83 30 495 
2004-2005f 163 126 adhd 220 35 285 205 70 10 655-685 
2005-2006f 188 185 1.84 340 30 380 285 (és) 20 525-555 
Chickpeas 
2001-2002 486 467 0.97 455 12 497 146 211 140 380 
2002-2003 221 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 63 1.08 68 2 130 74 36 20 330 
2004-2005f 47 39 eos 51 5 76 35 36 5 360-390 
2005-2006f 54 50 1.20 60 5 70 35 30 5 385-415 
Mustard Seed 
2001-2002 166 158 0.66 105 3 As 171 n/a 33 685 
2002-2003 289 255 0.60 154 9 196 114 22 60 595 
2003-2004 340 328 0.69 226 2 288 121 75 92 390 
2004-2005f = hI 304 1.00 305 2 399 150 84 165 295-325 
2005-2006f 237 230 0.80 185 2 352 160 77 A15 320-350 
Canary Seed 
2001-2002 170 163 0.70 114 0 184 134 20 30 660 
2002-2003 287 227 0.78 176 0 206 164 22 20 575 
2003-2004 Zo 243 0.93 226 0 246 170 n/a 67 345 
2004-2005f 356 318 0.94 300 0 367 180 47 140 225-255 
2005-2006f 267 260 0.94 245 0 385 185 50 150 225-255 
Sunflower Seed 
2001-2002 i 67 1,55 104 29 179 92 65 22 355 
2002-2003 100 95 1.65 157 21 200 105 60 35 440 
2003-2004 119 115 1.30 150 16 201 96 80 25 405 
2004-2005f 87 59 0.92 54 25 104 40 59 5 480-510 
2005-2006f 100 95 1.47 140 15 160 80 70 10 410-440 
Buckwheat 
2001-2002 16 14 1.14 16 1 17 6 8 3 325 
2002-2003 az 12 1.00 12 1 16 6 7 3 340 
2003-2004 9 9 1244 10 1 14 5 rj 2 3o0 
2004-2005f 9 U 0.71 5 1 8 Z 6 0 340-370 
2005-2006f 9 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c) 
2001-2002 3,131 2,993 q23 3,681 120 4,553 2,671 1,218 664 
2002-2003 3,025 2,399 1.16 2,788 130 3,582 1,739 1,230 613 
2003-2004 2,797 Doz 1.35 3,680 81 4,374 2,495 1,400 479 
2004-2005f 3,136 2,948 1.78 5,234 93 5,806 3,182 1,669 955 
2005-2006f 2,976 2,899 1.62 4,694 78 Sized 3,319 1,698 710 
(a) August-July crop year. 
(b) Excludes products. 


(c) Includes Pulse Crops (dry peas, lentils, dry beans, chick peas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 
(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, February 7, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 
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CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2005-06, total area seeded to pulse and special crops in Canada is forecast to decrease by 5%, from 2004-05, as increases for 
dry beans, sunflower seed and chickpeas are more than offset by decreases for lentils, mustard seed and canary seed. Seeded 
areas for dry peas and buckwheat are expected to be similar to 2004-05. It is assumed that precipitation will be normal for the 
winter, spring and summer. Trend yields are assumed for both western and eastern Canada, as soil moisture reserves are 
generally good. It has been assumed that the abandonment rate and average quality will be normal. 


February 7, 2005 


Total production in Canada is forecast to decrease by 10%, 


from 2004-05, to 4.69 million tonnes (Mt). Total supply is expected to 


decrease marginally to 5.73 Mt as higher carry-in stocks offset most of the decrease in production. Exports and domestic use are 


forecast to increase due to stronger demand. Carry- 
and markets, are forecast to increase for chick 
same for dry peas, lentils, canary seed and buckwheat. However, 
problems. The main factor to watch will be precipitation during 
the exchange rates of the Canadian dollar against the US dollar 
conditions in major producing regions, especially India, Mexico, 


DRY PEAS 

For 2004-05, due to higher production and 
supply, lower prices and stronger demand, 
exports are forecast to increase sharply. The 
average price is forecast to decrease, compared to 
2003-04, as carry-out stocks increase, with a 
stocks-to-use ratio (s/u) of 16%. 

For 2005-06, the area seeded is forecast to be 
similar to 2004-05. Production and supply are 
forecast to decrease due to lower trend yields. 
World supply is expected to increase marginally 
to 12.65 Mt because of higher carry-in stocks, but 
this is expected to be offset by increased use. 
Canadian exports are expected to remain stable, 
but domestic use is forecast to increase due to 
stronger demand in the feed sector. Carry-out 
stocks are forecast to decrease, with a s/u of 8%. 
The average price, over all types, grades and 
markets, is forecast to be the same as in 2004-05. 


LENTILS 

For 2004-05, due to higher production and 
supply, lower prices and higher demand, exports 
are forecast to increase sharply. The average 
price is forecast to decrease, as carry-out stocks 
increase, with a s/u of 15%. 

For 2005-06, the seeded area is forecast to 
decrease by 5%. Production and supply are 
forecast to decrease due to the lower seeded area 
and lower trend yields. World supply is forecast 
to increase slightly to 4.0 Mt. Canadian exports 
are expected to remain stable and carry-out 
stocks are forecast to increase, with a s/u of 20%. 
The average price, over all types and grades, is 
forecast to be the same as in 2004-05, as pressure 
from higher world supply is offset by higher 
average quality. 


DRY BEANS 

For 2004-05, production and supply decreased 
significantly in Canada and the US. Canadian 
exports are forecast to decrease because of lower 
supply, as carry-out stocks decrease to a low 
level. 

For 2005-06, area seeded is forecast to increase 
by 15%. Production and supply are expected to 
increase, due to higher area, lower abandonment 
and higher trend yields. In the US, production is 
expected to increase by 37% to 1.065 Mt, while 
supply increases by only 8% to 1.135 Mt due to 
lower carry-in stocks. Canadian exports are 


forecast to increase due to the higher supply. 
Carry-out stocks are expected to increase, with 
a s/u of 6%. The average price, over all classes 
and grades, is forecast to decrease due to the 
higher supply. 


CHICKPEAS 

For 2004-05, due to lower production and supply, 
exports are forecast to decrease. The average 
price is forecast to increase, as carry-out stocks 
decrease to a low level. 

For 2005-06, the area seeded is forecast to 
increase by 15%. Production is expected to 
increase, as higher area and lower abandonment 
more than offsets lower trend yields. Supply is 
forecast to decrease, due to lower carry-in stocks. 
World supply is expected to decrease marginally 
to 8.82 Mt. Canadian exports are forecast to 
remain stable, while carry-out stocks remain at a 
low level. The average price, over all types, 
grades and sizes, is forecast to increase due to 
higher average quality. 


MUSTARD SEED 

For 2004-05, due to higher production and 
supply, lower prices and stronger demand, 
exports are forecast to increase. Carry-out stocks 
are expected to increase, with a s/u of 70%, and 
the average price is forecast to decrease sharply. 
For 2005-06, area seeded is expected to decrease 
by 25%. Production and supply are forecast to 
decrease because of lower seeded area and lower 
trend yields. Exports are expected to rise and 
carry-out stocks are forecast to decrease, with a 
s/u ratio of 48%. The average price, over all 
types and grades, is expected to increase due to 
the lower supply. 


CANARY SEED 

For 2004-05, due to higher production and 
supply, lower prices and higher demand, exports 
are forecast to increase. Carry-out stocks are 
expected to increase, with a s/u ratio of 62%. 
The average price is forecast to decrease sharply 
due to the higher supply. 

For 2005-06, area seeded is expected to decrease 
by 25%. Production is forecast to decrease due 
to lower area, but supply is expected to increase 
as higher carry-in stocks more than offset the fall 
in production. World supply is forecast to 
increase marginally to 415,000 t. Although 


out stocks are expected to decrease. Average prices, over all types, grades 
peas and mustard seed, decrease for dry beans and sunflower seed, and be the 
prices are expected to be very sensitive to any production 

the spring and summer in Canada. Other factors to watch are 
and other currencies, ocean shipping rates and growing 
United States, European Union, Turkey and Australia. 


Canadian exports are expected to increase, due to 
higher demand, carry-out stocks are forecast to 
increase, with a s/u ratio of 64%. The average 
price is forecast to be the same as in 2004-05, in 
line with the relatively stable supply. 


SUNFLOWER SEED 

For 2004-05, due to sharply lower production and 
supply, exports and domestic use are expected to 
decrease, and carry-out stocks are forecast to 
decrease to a low level. The average price is 
forecast to increase due to the lower supply. 

For 2005-06, area seeded is expected to increase 
by 15%. Production and supply are forecast to 
increase due to higher area, lower abandonment 
and higher trend yields. US production is 
expected to increase significantly. World supply 
is expected to increase slightly to 26.7 Mt. 
Canadian exports and domestic use are forecast 
to increase because of the higher supply. Carry- 
out stocks are expected to increase, with a s/u of 
7%. The average price, over both types and all 
grades, is forecast to decrease because of the 
higher supply in US and Canada. 


BUCKWHEAT 

For 2004-05, due to lower production and supply, 
exports and carry-out stocks are expected to 
decrease. The average price is forecast to be the 
same as in 2003-04, as pressure from higher 
world supply is offset by lower Canadian supply. 
For 2005-06, Canadian production and supply are 
forecast to increase, with a stable seed area, lower 
abandonment and higher trend yields. Exports 
are forecast to increase and carry-out stocks are 
expected to be very low. The average price is 
forecast to be the same as in 2004-05, as support 
from lower world supply is offset by higher 
Canadian supply. 


FURTHER INFORMATION: 

Stan SKrypetz ..........sccscscssseses (204) 983-8972 
Bund Poorer seneceeeeee skrypetzs@agr.ge.ca 
Fred Oleson, Chief ................. (204) 983-0807 
BMWA 5 scccasacatecasusctraxesunces olesonf@agr.ge.ca 


www.agr.gc.ca/mad-dam/ 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION February 7, 2005 


Grain and Area Imports Total Exports Food and Feed, Waste TotalDom- Carry-out Average 
Crop Year Seeded Harvested Yield Production (b) Supply (c) Ind. Use & Dockage esticUse(d) Stocks Price (f) 
(a) ----------000 ha--------- tha ------------------------ thousand metric tonnes- - - - -------------------- Sit 
Durum 
2003-2004 2,483 2,459 1.74 4,280 1 5,900 3,427 252 220 684 1,788 224.21 
2004-2005f 2,230 2,141 2.32 4,962 1 6,751 3,200 255 586 1,051 2,500 197 * 
2005-2006f 2,245 2415 2.06 4,490 1 6,991 3,400 260 411 891 2,700 195 f 
Wheat Except Durum 
2003-2004 8,179 8,009 2.41 19,272 16 23,395 12,300 2;715 3,222 6,804 4,292 206.03 
2004-2005f 8,170 leuZe Zykal 20,898 10 25,200 12,600 2,770 3,990 7,600 5,000 (heY ou 
2005-2006f 8,490 8,175 2.43 19,900 10 24,910 13,300 2,800 3,490 7,110 4,500 170 f 
ALL WHEAT 
2003-2004 10,662 10,467 2:25 23,502 18 29,295 15,027 3,027 3,442 7,488 6,080 
2004-2005f 10,399 9,862 2.62 25,860 11 31,952 15,800 3,025 4,576 8,652 7,500 
2005-2006f 10,735 __ 10,350 2.36 24,390 11 31,901 16,700 3,060 3,901 8,001 7,200 
Barley 
2003-2004 5,046 4,446 2.hh 12,328 36 13,838 2,445 298 8,574 9,286 2,108 135.80 
2004-2005f 4,678 4,050 3.26 13,186 50 15,344 1,850 300 9,089 9,794 3,700 100-120 
2005-2006f 4,510 4,040 3.01 12,180 30 15,910 2,500 380 9,525 10,310 3,100 110-130 
Corn 
2003-2004 1,265 1,226 7.82 9,587 2,107 12,804 342 2,415 8,892 11,319 1,143 137.18 
2004-2005f 1,185 1,072 8.24 8,836 2,100 12,078 150 2,650 8,263 10,928 1,000 90-110 
2005-2006f 1,185 1,160 7.67 8,900 2,200 12,100 200 2,700 8,335 11,050 850 105-125 
Oats 
2003-2004 2,272 (oT hs) 2.34 3,691 19 4,234 1,557 140 1,569 1,876 800 136.65 
2004-2005f 1,995 315 2.80 3,683 20 4,504 1,500 150 TOOT, 1,904 1,100 120-140 
2005-2006f 2,120 1,540 2.50 3,960 15 5,075 1,800 170 a 105 2,019 1,200 120-140 
Rye 
2003-2004 246 147 Pgh ips 320 0 ay ia 47 70 135 50 104.44 
2004-2005f 284 165 2S 418 1 469 250 48 99 164 55 65-85 
2005-2006f 230 200 2.15 430 1 486 250 48 101 166 70 70-90 
Mixed Grains 
2003-2004 241 135 2.84 384 0 384 0 0 384 384 0 
2004-2005f 233 111 2.87 318 0 318 0 0 318 318 0 
2005-2006f 235 140 2.79 390 0 390 0 0 390 390 0 
TOTAL COARSE GRAINS 
2003-2004 9,070 71,029 3-50 26,317 PASM 31,617 4,516 2,900 19,489 23,001 4,101 
2004-2005f 8,374 6,713 3.94 26,441 2471 32,713 3,750 3,148 19,336 23,108 5,855 
2005-2006f_ _ 8.280 7,080 3.65 25,860 2,246 33,961 4.750 3,298 20,056 23,991 5,220 
Canola 
2003-2004 4,736 4,689 1.44 6,771 243 7,908 3,754 3,390' 110 3,542 612 387.04 
2004-2005f 5,319 4,938 150 7,728 220 8,560 3,400 3,200' 415 3,660 1,500 280-320 
2005-2006f 5,015 4,890 1.41 6,900 225 8,625 3,400 3,100" 630 3,775 1,450 280-320 
Flaxseed 
2003-2004 745 728 1.04 754 22 905 609 n/a n/a 199 97 382.13 
2004-2005f 728 528 0.98 517 30 644 450 n/a n/a 144 50 500-600 
2005-2006f 1,000 974 1.23 1,200 20 1,270 700 n/a n/a 245 320 320-360 
Soybeans 
2003-2004 1,051 1,047 2AL 2,268 587 3,000 913 1,500' 319 1,947 140 395.04 
2004-2005f 1,229 1,178 2.59 3,048 300 3,488 950 1,500' 488 2aa.3 425 205-245 
2005-2006f 1,215 1,199 2.50 3,000 250 3,675 900 1,750' 490 2,350 425 185-225 
TOTAL OILSEEDS 
2003-2004 6,531 6,464 iesye 9,794 852 11,813 5,200 n/a n/a 5,688 849 
2004-2005f 7,277 6,643 1.70 11,293 550 12,692 4,800 n/a n/a 5,917 1,975 
-2005-2006f 7,230 = = 7,063 51,57 14,100 495 13 5 0 eS 00 ee a 0 OS 
TOTAL GRAINS AND OILSEEDS 
2003-2004 26,263 24,461 2.44 59,663 3,030 I2,¢20 25,518 n/a n/a 36,177 11,030 
2004-2005f 26,050 23,219 2.74 63,595 2loz UE 24,350 n/a n/a 37,677 15,330 
2005-2006f 26,245 24,493 2.50 61,350 2ylo2 79,432 26,450 n/a n/a 38,362 14,620 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. 

(c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total = F&I + FWD + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - January 2005 

” Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f: forecast - Agriculture and Agri-Food Canada - February 7, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2005-06, total production of grains and oilseeds 
decline by 4%, to 61.3 million tonnes (Mt), due to lower trend yields, 
anada, seeded area is expected to shift out of winter wheat, barley, 
a 5% decline in winter wheat area is foreca 


western 
and flaxseed. In eastern Canada, 


wheat and dry beans, with corn and soybean areas rising marginally. In wes 
to 46.2 Mt from 48.2 Mt in 2004-05, assumin 


western and eastern Canada, 
quality will be normal. 


Average world prices for wheat and oilseeds are forecast t 


in Canada is forecast by 


February 7, 2005 


Agriculture and Agri-Food Canada (AAFC) to 
but remain above the 10-year average of 59.2 Mt. In 
canola and summerfallow into spring wheat, oats 
st to be offset by an increase in areas of spring 
tern Canada, production is forecast to decrease 

g normal growing conditions during 2005. Trend yields are assumed for both 

as soil moisture reserves are generally good. It has been assumed that abandonment rates and 


o decrease from the expected 2004-05 average due to rising stock 


levels, especially in the major exporting countries. Coarse grain prices are forecast to increase slightly, due to lower US corn 


production and strong demand. In Canada, prices for all 
Canadian dollar. Factors to watch are: Chinese im 
subsidy levels, the US winter wheat condition, 


WHEAT (ex-durum) 
For 2004-05, exports are forecast to 
increase marginally to 12.6 Mt. 
Domestic use is forecast to rise by 12%, 
due to increased feed use resulting from 
the low quality of the crop in western 
Canada. Carry-out stocks are forecast to 
increase by 17% to 5.0 Mt, with most 
expected to be of low quality. 
For 2005-06, Canadian production is 
forecast to decline by 5% from 2004-05, 
to 19.9 Mt, with lower yields offsetting 
higher area. Domestic use is expected to 
decrease by 6%, with feed use falling by 
over 20% to a near-normal 3.3 Mt, 
assuming a return to normal crop quality. 
Exports are projected to increase to 13. 
Mt, assuming that supplies of top-quality 
WRS wheat increase to more normal 
levels. The Canadian Wheat Board 
(CWB) 2005-06 pool returns for No.1 
CWRS 11.5% protein are forecast by 
AAFC at $ 70st, in-store Vancouver/ St. 
Lawrence (I/S VC/SL), $17/t below the 
CWB Jan. 2004-05 Pool Return Outlook 
(PRO). Returns for higher quality wheat 
are expected to decline by a greater 
amount, assuming a normal quality crop. 


DURUM 

For 2004-05, exports are forecast to 
decline by 7%, to 3.2 Mt, due to 

increased production in the major 
importing countries. Carry-out stocks are 
projected to increase by 40%, to 2.5 Mt. 
For 2005-06, production is forecast to 
decline by 9%, assuming lower yields. 
Total supplies are forecast to rise by 4%, 
to 7.0 Mt, however, due to higher carry- 
in stocks, vs the 10-year average of 63 
Mt. Exports are projected to increase to 
3.4 Mt, due to increased demand from 
North Africa and reduced EU production 
and exports. However, carry-out stocks 
are forecast to rise by a further 8%, to a 
near-record 2.7 Mt. Farm stocks are 
forecast to rise by 15%, to 1.5 Mt, as it is 
expected that it will be necessary for the 
CWB to continue to restrict durum 
deliveries due to limited export demand. 
CWB pool returns for No.l CWAD 
11.5% protein are forecast by AAFC at 
$195/t, /S VC/SL, down ohly slightly 
from 2004-05. The premium for No. I 
CWAD 11.5% over No.1 CWRS 11.5% 
AS ee to rise to $25/t, from $10/t in 
2004-05. 


BARLEY 

For 2004-05, exports are forecast to 

decrease by 24% from 2003-04 to 1.85 Mt 

due mainly to lower selection rates for 

malting barley. Carry-out stocks are 

forecast to rise to the burdensome level of 
7 Mt 


For 2005-06, production is forecast to 
decrease by 8% from 2004-05 to 12.2 Mt, 
due to lower yields and area. Total supplies, 
however, are expected to rise slightly, due to 
higher carry-in stocks. Domestic use is 
forecast to increase by 5% due to higher 
feed demand. Exports are projected to 
increase significantly, to 2.5 Mt, assuming 
increased supplies of malting quality barley. 
Carry-out stocks are expected to drop to 3.1 
Mt. Off-Board feed barley prices are 
forecast at $120/t, $10/t higher than for 
2004-05. CWB pool returns for feed barley 
are forecast by AAFC to increase slightly 
from 2004-05. CWB pool returns for 
Special Select Two Row designated barley 
are forecast by AAFC at $185/t, vs the Jan. 
PRO of $178/t for 2004-05, due mainly to 
higher world coarse grain prices. 


OATS 

For 2004-05, exports are forecast to drop by 
4% from 2003-04, to 1.5 Mt, as a result of 
decreased supplies of milling quality oats in 
Canada and the weakness in US import 
demand. Carry-out stocks are projected to 
increase by 38%, to 1.1 Mt. 

For 2005-06, production is forecast to 
increase by 8%, as lower yields are more 
than offset by higher harvested area. 
Domestic use is forecast to increase to 2.1 
Mt, due to higher feed and industrial 
demand. Exports are forecast to rise by 
20%, due to improved crop quality, 
increased supplies, and stronger US 
demand. Carry-out stocks are expected to 
rise by 9%, to 1.2 Mt. Chicago prices are 
forecast at C$130/t, the same as in 2004-05. 


CORN 
For 2004-05, imports are forecast at 2.1 Mt, 
marginally lower than 2003-04. Carry-out 
stocks are expected to decline to 1.0 Mt. 
For 2005-06, production is forecast to rise 
marginally to 8.9 Mt, as lower yields are 
more than offset by higher harvested area. 
Imports are forecast to rise by 5% to 2.2 Mt. 
Carry-out stocks are forecast to drop by 
15% to 0.85 Mt. The average Chatham 
rice is forecast to increase to $115/t from 
§100/t in 2004-05. 


grains and oilseeds will continue to be 
port demand, South American growing conditions, EU grain export 
ocean freight rates and the Canada/US exchange rate. 


pressured by the strong 


CANOLA 

For 2004-05, exports are forecast to drop by 
9% to 3.4 Mt. Carry-out stocks are expected 
to rise to the burdensome level of 1.5 Mt. 
For 2005-06, production is forecast to fall b 
11% to 6.9 Mt due to lower seeded area tae 
yield,s but supplies are expected to rise. 
Domestic ats is forecast to fall by 3% to 
3.1 Mt, due to low veg-oil prices. Exports 
are projected to remain unchanged at 3.4 Mt 
on support from stable demand from Japan 
and Mexico. Carry-out stocks are forecast to 
decline to 1.45 Mt. The average cash price 
(I/S VC) is forecast to hold steady at $300/t, 
due to low US soybean and soyoil prices. 


FLAXSEED (excluding solin) 

For 2004-05, exports are expected to decline 
sharply because of reduced supplies. Prices 
are expected to rise sharply. 

For 2005-06, production is forecast to 
double to 1.2 Mt, due to higher area seeded 
and yields. Exports are forecast to return to 
a historically normal level due to strong EU 
demand. Carry-out stocks are ex ahead to 
increase sharply to a 20-year high of 0.3 Mt. 
The Thunder Bay cash price is Toreeass to 
fall significantly to $340/t, due to higher 
carry-out stocks. 


SOYBEANS 

For 2004-05, exports are expected to rise to 
a record 0.95 Mt, while domestic crush 
remains unchanged at 1.5 Mt. 

For 2005-06, production is expected to 
decrease marginally to 3.0 Mt, due to lower 
ields, but supplies are forecast to increase 
y 5% due to higher carry-in stocks. Food 

and industrial use is forecast to increase to 
1.75 Mt, while exports decline slightly but 
remain near record levels. Carry-out stocks 
are forecast to remain historically high. 

The average Chatham price is forecast to 
decrease to $205/t, due to lower US prices. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox...(204) 983-8465 
BBB a scssesepecsesscores lennoxg@agr.gc.ca 

Coarse Grains......Joe Wang ...... 983-8461 
BERMAN 5 scccexsnoctepstennnnk wangjz@agr.ge.ca 

Oilseeds........ Chris Beckman.......984-4929 
|S 1] Dee eel a beckmac@agr.gc.ca 

Fred Oleson, Chief icc..cecccscsssecesceee 983-0807 
Bama oicic scdecececscssooes olesonf@agr.ge.ca 


www.agr.gc.ca/mad-dam/ 
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Sunflower 
CWRS Feed Canola Flaxseed Soybeans Oats Confectionary Green 


Varlable Costs 15 9 bai ere, Se nee eee Piri ieee TLE Gee tM See ee ee eee 
Seed (inc. treatment) 28 27 62 32 127 26 87 62 
Fertilizer 83 83 99 72 32 76 99 43 
Chemical 77 64 96 52 106 26 142 69 
Fuel 28 28 28 28 30 28 30 30 
Repairs 25 25 25 25 24 os 26 26 
Crop Insurance 14 a2 22 iby 21 16 19 15 
Interest 8 7 10 Ve 10 6 12 8 
Other 19 19 19 19 20 19 35 20 
Total Variable Costs 281 265 361 249 371 222 451 272 
Projected Retums” 2CWRS* 1 CW 1 CAN 1CW 2 CAN 3 CW 1 CAN 2 CAN 
Projected Yield (t/ha) 2.65 3.40 1.70 1.38 1.85 3.00 1.50 255 
Projected Price ($A) 125 80 260 320 220 110 465 170 
Projected Revenue 331 272 442 440 407 330 698 434 


Net Return ($/ha) 


Chick Peas 
Durum CPS Feed” _ Large Green Yellow Large Kabuli Desi 


Variable Costs ©). ga ees Pig Siete Grn, ornate... Ae A Ae Al 
Seed (inc. treatment) Ls 21 14 14 58 42 178 49 
Fertilizer 62 62 62 62 18 62 18 18 
Chemicals 38 39 36 36 93 43 167 81 
Fuel 29 29 29 29 32 31 32 32 
Repairs 18 18 18 18 27 18 27 ZL 
Crop Insurance 9 10 11 11 33 17 32 25 
Interest 5 5 4 4 7 5 11 6 
Other 20 20 18 18 19 17 16 16 
Total Variable Costs 198 203 192 192 286 234 481 254 


Projected Retums 7 —4CWRS* 1CWAD* 1CPS 1CW 1 CAN 1 CAN 1CW 1 CW 
Projected Yield (t/ha) 1.90 1.65 2.25 2.00 1.00 0.75 1.05 1.20 
Projected Price ($/t) 125 155 95 90 355 350 560 255 
Projected Revenue 238 256 214 180 355 263 588 306 


Variable Costs eee ee ee NEN ea eared ri tre reeeere acre senda tessne re 
Seed (inc. treatment) 19 16 16 20 16 44 22 68 
Fertilizer 76 76 76 76 76 15 66 82 
Chemicals 51 46 46 25 51 68 59 57 
Fuel 29 29 29 29 29 32 32 31 
Repairs 23 3 23 23 23 33 28 Za 
Crop Insurance 11 11 11 13 19 17 16 18 
Interest 6 5 5 5 6 6 6 iL 
Other 28 23 23 23 25 21 23 23 
Total Variable Costs 243 230 230 215 245 236 252 308 


Projected Retums 2 2. CWRS* SS2R 1CW 3 CW 2 CAN 2CW 1 CW 
Projected Yield (t/ha) 2.50 2.65 2.80 2.40 0.95 2.05 1.20 1.26 
Projected Price ($/t) 120 130 90 95 240 150 310 260 
Projected Revenue 300 345 252 228 228 308 372 328 


Net Retum ($/ha) 57 115 22 13 -17 71 120 19 


Totals may not add due to rounding 
V Manitoba Agriculture, Food and Rural Initiatives variable costs, Jan. 2005 ” AAFC forecast, February 2005 
¥ Saskatchewan Agriculture, Food and Rural Revitalization, December 2004 “ Off-Board 


* CWRS: 13.5% protein / CWAD: 13.0% protein 
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CWRS Durum Feed Large Green _ Large Kabuli 


Varlable Costs "aise cece. 2 oo Mi ty neice ey 5/08 Wea ealntelt actAainO ives ocak allah ch ace 
Seed (inc. treatment) 23 26 18 31 64 167 
Fertilizer 62 62 62 43 15 15 
Chemicals 60 60 30 56 49 eS 
Fuel 17 17 17 17 17 iW 
Repairs 16 16 16 16 19 19 
Crop Insurance 20 22 22 32 20 25 
Interest 2 2 2 2 2 Z 
Other 26 26 27 24 24 24 
Total Variable Costs 226 231 196 221 210 343 
Projected Retums” 1CWRS* 1CWAD* 1 CW 1 CAN 1 CAN 1CW 
Projected Yield (t/ha) 1.80 fete 2.00 1.10 0.95 1.05 
Projected Price ($/t) 135 150 95 265 360 560 
Projected Revenue 243 eel 190 292 342 588 


Net Retum ($/ha) 


Variable Costs “ig ete ster, enh Siete th poe Weakerrcon ites erie re ele nes mlranee deme ee Sy ce Oe oe 
Seed (inc. treatment) 32 39 26 26 Tete 77 46 
Fertilizer 107 107 107 107 30 30 132 
Chemicals 58 58 51 19 63 63 76 
Fuel 25 25 25 25 25 25 25 
Repairs oe 32 32 32 35 35 32 
Crop Insurance Vas) P48) 22 23 25 25 27 
Interest S 5 ° 5 Lo) a 6 
Other 41 43 45 42 41 41 26 
Total Variable Costs 326 335 313 280 301 301 372 
Projected Retums ~ 2CWRS* 1 CPS 1 CW 3 CW 2 CAN Feed 1 CAN 
Projected Yield (t/ha) 2.60 3.30 3.40 2.50 2.30 2.30 1.50 
Projected Price($/t) 130 105 95 95 170 120 

Projected Revenue 338 347 323 238 391 276 


Net Return ($/ha) 


Vatlable Costs (oir eae tem. c1 17 Fears eek esc, ERT MGI NRSV NES TENS aT bg 
Seed (inc. treatment) 91 122 81 150 93 141 

Fertilizer 147 189 143 179 55 78 

Chemicals 38 38 98 108 101 165 

Fuel 20 23 23 34 23 36 

Repairs 39 39 39 41 42 45 

Crop Insurance 20 20 10 41 39 45 

Interest 18 21 14 21 11 15 
Other(includes drying) 38 38 22 171 41 22 

Total Variable Costs 413 489 430 745 405 546 

Projected Retums” 1CERW 1CERW* Feed 2CE 2 CAN 1 CAN 1 CAN 
Projected Yield (t/ha) 5.00 4.75 3.50 8.00 2.50 1.85 2.10 
Projected Price($/) 130 150 110 110 225 550 265 
Projected Revenue 650 713 385 880 563 1,018 ey f 
Net Returm ($/ha) 237 223 -45 135 158 471 52 
Totals may not add due to rounding 


“2004 Alberta Agriculture, Food and Rural Development variable costs, adjusted by the projected Farm Input Price Index (FIPI) 
” AAFC forecast, February 2005 * AAFC forecast based on 2004 Ontario Ministry of Agriculture, Food and Rural Affair costs 
“OffBoard _* CWRS: 13.5% protein / CWAD: 13.0% protein / CERW 11.5% protein 
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CANADA: AREA SEEDED FOR 2005-2006 


A farmer’s decisions on which crops to seed are heavily influenced by expected net returns, as well as current prices, 
spring soil moisture conditions, expected delivery opportunities, cash flow needs, crop rotation requirements, 
potential disease and pest problems and on-farm stocks. In 2005-2006, prices for wheat and oilseeds (except canola) 
are forecast to decline from 2004-2005 due to rising world stock levels. Feed grain prices are projected to strengthen 
slightly, mainly due to reduced US corn production. Based on these factors, Market Analysis Division (MAD) has 
projected crop areas for 2005. In western Canada, the areas seeded to winter wheat, barley, canola, lentils, mustard 
seed and canary seed are expected to decrease, while the areas of spring wheat, oats, flaxseed, dry beans, chickpeas 
and sunflower seed are forecast to increase. In eastern Canada, higher spring wheat and dry bean areas are expected 
to offset the smaller area of winter wheat, with only marginal changes expected for corn and soybeans. This issue of 
the Bi-weekly Bulletin examines the net returns and area seeded for grains, oilseeds, pulses and special crops in 


Canada. 


Background 

Expected returns are an important 
factor affecting cropping decisions. 
Returns, net of variable or operating 
costs, affect short-term cropping 
decisions, while returns, net of total 
costs (fixed and variable), influence 
long-term decisions, such as rotation 
patterns and entry into, or exit from, the 
industry. Variable costs change with 
the type of crop grown, while fixed 
costs vary little with the type of crop. 
Therefore, fixed costs such as land 
rental, property taxes, hired labour and 
machinery depreciation, as well as the 
value of a farmer’s own labour, are not 
included in MAD’s analysis of seeding 
intentions. 


While expected net returns are a 
valuable indicator of area shifts 
between land use options, it is not the 
only factor to consider. Delivery 
opportunities can be a major factor, 
with a farmer requiring immediate cash 
flow perhaps choosing to grow feed 
barley rather than wheat, despite less 
attractive expected net returns, as the 
Canadian Wheat Board regulates the 
delivery of milling wheat, and may not 
accept delivery of the entire year’s 
production. Crop rotations must also 
be considered, as certain crops cannot 


be grown consecutively on the same 
fields due to disease pressure, so that 
the area of an otherwise attractive crop 
may be restricted. Large stock levels 
can also discourage production of 
additional grain. 


As each province’s agriculture 
department uses a different 
methodology, the crop budgets used 
here are not comparable across 
provinces, but only between crops 
within a province. Saskatchewan 
Agriculture, Food and Rural 
Revitalization provides crop budgets for 
crops seeded to fallow and stubble land 
for each soil zone. Alberta Agriculture, 
Food and Rural Development provides 
budgets for crops seeded to fallow and 
stubble in the brown and dark brown 
soil zones, with only stubble-seeded 
budgets for crops in the black and grey 
soil zones. Manitoba Agriculture, Food 
and Rural Initiatives provides only 
average crop budgets, as the majority 
of Manitoba crops are grown on stubble 
and most of Manitoba’s agricultural 
area is in the black soil zone. The 
Ontario Ministry of Agriculture and 
Food provides average crop budgets 
for various tillage systems. 


Productivity in western Canada is 
correlated with soil type. For example, 
the brown soil zone in the semi-arid 
region of the Prairies is more subject to 
drought than the dark brown soil zone, 
resulting in wider variations in crop 
yields. The black soil zone, located in 
a higher moisture region, has higher 
average yields and is rarely subject to 
drought. The grey soil zone, extending 
into the northern regions of the Prairies, 
is characterized by higher moisture 
levels, cooler temperatures, and a 
shorter growing season. Climatic 
conditions also influence the 
susceptibility of crops to disease and 
pest infestations requiring different 
combinations and levels of herbicides 
and pesticides. 


PRICE FORECASTS 


The price forecasts used by MAD in 
this analysis assume normal growing 
conditions in Canada and other major 
growing regions of the world in 2005- 
2006. Actual prices could differ 
considerably as a result of unusual 
weather in Canada or major importing 
or exporting countries, as well as other 
changes in market factors. 


Canada 


The prices shown for each crop in each 
region represent the forecast average 
price in that region for the expected 
grade of each crop. For spring wheat, 
it is assumed that farmers in the black 
soil zones would expect to achieve a 
No.2 CWRS grade, with 13.5% protein, 
while a No.1 CWRS grade would be 
expected in the drier brown soil zones. 
Durum producers in the brown soil 
zone might expect to produce a No.1 
CWAD with 13% protein. For barley, 
potential returns are given for malting 
barley as well as for feed barley, and 
farmers hoping to have their barley 
selected for malting would have to 
weigh the possibility that their crop may 
not meet malting specifications and 
have to be sold for feed. For dry peas, 
prices for food grade green and yellow 


peas are given, but, as with barley, not 
all peas will be sold for human food, 
and farmers should also take into 
account the significantly lower net 
returns for feed peas. 


Price levels at seeding time, or prices 
received the previous year, can also 
impact on seeding decisions, as 
projected prices are often not accurate, 
and many farmers will therefore make 
decisions based on their own 
expectations or past experience. In the 
spring of 2005, this factor may be most 
significant for crops such as flaxseed, 
sunflower seed and dry beans, where 
prices in 2004-2005 have been 
relatively high due to production 
problems. CWRS wheat area may also 
be supported, as top quality CWRS 
prices are relatively good in 2004- 


2005, and few farmers expect to 
CANADA: AREA SEEDED produce feed quality wheat. 


2004 2005f Change 


Conversely, sharp declines in prices 
for feed barley and canola in 2004- 
% | 2005 may negatively impact on 


season, precipitation is expected to 

be normal except for north-western 
Alberta and BC Peace, which remains 
dry. Spring temperatures are forecast 
to be near-normal across the entire 
Prairie agricultural area, with 
temperatures during the summer rising 
to above normal for BC, Alberta and 
Saskatchewan, and Manitoba 
experiencing normal summer 
temperatures. If this forecast is correct, 
trend yields should be achievable in 
most regions except north-western 
Alberta and the BC Peace River 
District. 


In Ontario and Quebec, Environment 
Canada forecasts that conditions will 
be dry in the spring, but rising to wetter 
than normal for the summer. Summer 
temperatures, however, are expected 
to be cooler than normal. A dry spring 
may reduce winter wheat yields, while 
a cool summer may slow corn and 
soybean development, despite 
expected adequate moisture. 


24.89% farmers’ outlook for these crops. 
ri . (0) 


6.4% | YIELD FORECASTS 

0.6% 

3.2% Average provincial yields have been 

6.4% forecast by MAD, using trend 

3. 50/ analysis. Adjustments for soil zone 
: are based on historical data from 


Winter Wheat 
Spring Wheat 
Durum Wheat 
All Wheat 


EXPENSES 


2,230 


As projected 2005 costs are not yet 
10,399 


available for Alberta, MAD has used 
the 2004 provincial cost estimates, 
adjusted by the Farm Input Price Index 
projected by Agriculture and Agri-food 


Oats 
Barley 


1,995 
4,678 


ete 
4,513 


Rye (all) 284 230 et Statistics Canada. Adjustments to Canada. 
Mixed Grains 233-233 0.4 a ‘stubble’ basis are based on 
Corn 1,185 1,183 -0.1%} provincial data. Actual yields can Fertilizer 


Coarse Grains 8,374 8,281 Fertilizer costs are a significant factor in 


seeding decisions. Natural gas is the 
primary raw material required for the 
production of ammonia, which is the 
foundation for virtually all forms of 
nitrogen fertilizer. The average North 
American ammonia factory requires 
about 33.5 million British thermal units 
(MBtu) to produce one tonne of 
ammonia. Natural gas costs are 
currently about US$6.10/MBtu 
compared with about US$5.80/MBtu a 
year ago and US$7.00/MBtu in 2003. 
With natural gas priced at about 
US$6.10/MBtu, 1 tonne of nitrogen 
fertilizer will cost about US$230 to 
produce {33.5 MBtu x $6.10 + $25 
(fixed cost)} (Cdn$290 at the current 
exchange rate) compared to about 
US$220 (Cdn$280) in 2004 and 
US$260 (Cdn$400) in 2003. Tight 
North American supplies are expected 
to keep natural gas prices relatively 


-1.1%] vary greatly due to factors such as 
o, | weather, disease, pests or a 

Bae farmer's input use. 

a © fo) 


~1.3% | For 2005-2006, MAD assumes that 
-0.7% yields will be near trend for all 

0.0% crops. Despite below normal 

21.9% precipitation in parts of the southern 
11.0% Prairies since last fall, moisture 
50% reserves were replenished by 

: a above-normal rainfall in the summer 

“25.2% | of 2004, and normal precipitation 
14.9% } levels are assumed during the 2005 


Flaxseed 728 
Canola O19 
Soybeans 1,229 
Oilseeds eel 


1,000 
5,016 
1,213 
7,229 


Dry Peas 1.388 1.388 
White Pea Beans 65 79 
Coloured Beans 98 109 
Lentils 778 739 
Mustard Seed oi bf 237 
Sunflower Seed 87 100 
Canary Seed 356 267 -25.0% growing season. 

Chickpeas 47 54 15.9% 

Buckwheat 9 9 -1.1% | Environment Canada’s spring 
Pulse and forecast calls for below normal 
Special Crops S15 ac aoe <7 precipitation in Alberta, the Peace 
River District of British Columbia 
Summerfallow 3,609 3,502 -3.0% } and north-western Saskatchewan, 
The sum of individual commodities may not equal | above normal in eastern Manitoba 
totals due to rounding. and normal precipitation in the 

f: forecast, AAFC, February 2005 remainder of the Prairie agricultural 
Source: Statistics Canada region. For the summer growing 


high, especially if the winter is colder 
than normal. 


Phosphorus prices are also expected to 
be higher than for 2004. Higher world 
fertilizer prices will be partly offset by 
the stronger dollar, with average 
Canadian fertilizer prices projected to 
be about 5% higher in 2005 than in 
2004. 


Farm Fuel 

Strong global demand, instability in 
lraq’s, smaller US reserves, and the 
success of the Organization of the 
Petroleum Exporting Countries in 
controlling supply, have driven oil 
prices to over US$45/barrel (Cdn$56), 
compared to under US$40/barrel 
(Cdn$50) a year ago. The stronger 
Canadian dollar will offset part of the 
increase in world prices, but Canadian 
farm fuel prices are expected to be 
more than 10% higher than in 2004. 


Herbicides and Pesticides 

Herbicide use varies greatly depending 
on the crop seeded and by the growing 
conditions. For the majority of crops, 
use is expected to be similar to 2004, 
with prices 2% to 3% higher. 


Between 2000 and 2003, grasshoppers 
were a serious pest in many parts of 
Saskatchewan and Alberta due to dry 
conditions. However, cool wet 
conditions in 2004 reduced 
grasshopper numbers, and 
grasshoppers are not expected to be a 
serious problem in 2005. Therefore, 
pesticide use for grasshopper control in 
2005 may be lower than in the early 
years of the decade. 


Seed 

The cost of seed is expected to 
increase marginally in 2005 for canola 
and flaxseed. Seed costs for wheat, 
barley, oats and dry peas, however, are 
projected to decrease slightly. The 
seed costs used in this analysis are 
generally an average of commercial 
and bin-run seed. 


Crop Insurance 

Crop insurance costs in 2005 are 
expected to be relatively unchanged 
from 2004, despite a significant 
increase in crop claims, particularly in 
Saskatchewan and Manitoba. 


However, rates will vary depending on 
the province and crop seeded. 


CROP BUDGETS 


Comparing budgets across the 
provinces, custom work costs for 
western Canada have been included in 
other” costs, which also includes 
overhead expenses such as utilities. 
For Ontario, custom work costs have 
been added to chemical and fertilizer 
costs. In Ontario, “other” costs include 
marketing fees and drying. The cost of 
management and/or owner/operator 
labour has not been included in the 
budgets. 


In Manitoba, the highest projected net 
returns are for flaxseed and 
confectionery sunflower seed, followed 
by green peas, soybeans, oats and 
canola. Flaxseed returns are 
supported by tight supplies arising from 
the cool 2004 growing season and 
August frost across much of the 
flaxseed growing region of 
Saskatchewan and Manitoba. Net 
returns are forecast to be the lowest for 
Canada Western Red Spring (CWRS) 
wheat and feed barley due to lower 
expected prices in 2005-2006. If sold 
for feed, green pea returns would be 
reduced to $34/ha, lower than for all 
other crops except barley. 


In the Saskatchewan brown soil zone, 
the highest net returns are for large 
green lentils, chickpeas, and durum 
wheat. Yellow mustard seed, CWRS 
wheat, and feed barley are expected to 
provide the lowest net returns per 
hectare. In the black soil zone, 
flaxseed is expected to provide the 
highest net return, followed by malting 
barley (Special Select 2 Row {SS2R}), 
yellow peas and CWRS wheat. The 
lowest potential net returns are for 
canary seed, oats, canola, feed barley 
and feed peas. 


In the Alberta brown soil zone, the 
potential net returns for large kabuli 
chickpeas, large green lentils and 
canola are the highest, with the lowest 
potential net returns for feed barley and 
CWRS wheat. In the black soil zone, 
green peas and Argentine canola have 
the highest potential returns, followed 
by Canada Prairie Spring (CPS) wheat, 
CWRS wheat and feed barley. Oats 


and feed peas are expected to have 
the lowest net returns. 


In Ontario, white pea beans are 
expected to have the highest net return 
due to strong prices, followed by soft 
red and hard red winter wheat, 
soybeans and grain corn. Returns for 
feed barley are expected to be very 
low; however most of this crop is used 
on farm for feeding so that market price 
is less of a factor in planting decisions. 
For both wheat and barley, additional 
revenue may be earned through the 
sale of straw. 


AREA SHIFTS 


In western Canada, area seeded to 
spring wheat, flaxseed, oats, dry 
beans, sunflower seed and chickpeas 
is expected to increase in 2005. The 
areas of winter wheat, barley, rye, corn, 
canola, soybeans, lentils, mustard 
seed, and canary seed are expected to 
decline, with durum and dry pea areas 
relatively unchanged from 2004. In 
eastern Canada, a decline in winter 
wheat area is expected to be offset by 
slightly higher areas of spring wheat, 
corn, soybeans, and a significant 
increase in dry bean area. 


In western Canada, spring wheat area 
is forecast to increase by 6% to 7.9 
million hectares (Mha) in 2005, despite 
lower potential net returns than for 
several alternative crops. This is due 
to a number of factors, included sharply 
lower winter wheat area because of the 
late 2004 harvest, relatively stronger 
wheat returns in 2004-2005 compared 
to canola, better delivery opportunities 
than for durum wheat and crop rotation 
considerations. Area seeded to durum 
is expected to be relatively unchanged 
from 2004, despite the higher returns 
when compared with spring wheat, due 
to rising stocks and restricted deliveries 
in 2004-2005. 


Area seeded to barley in western 
Canada is forecast to decrease by 4% 
in 2005, to 4.2 Mha, due to extremely 
low prices for feed barley in 2004-05. 
The expected decline in area is 
moderated by good expected returns 
for malting barley and barley’s role as a 
good cash crop and as a major feed 
ingredient on western farms. However, 
the area seeded to barley in 2005 is 


forecast to be below the 10-year 
average of 4.5 Mha. 


Area seeded to oats in western Canada 
is projected to increase by 7% to 2.0 
Mha due to attractive potential net 
returns for milling quality oats, and 
relatively stronger prices in 2004-2005 
than for the major alternative crops; 
barley and canola. 


Area seeded to canola in western 
Canada is projected to decrease by 6% 
to 5.0 Mha due to lower net returns 
relative to alternative crops, the large 
decline in prices in 2004-2005, the 
greater production risk compared to 
wheat and rising stock levels. Canola 
prices are forecast to remain near the 
depressed 2004-2005 level, due to 
weak US soybean prices and the 
strong Canadian dollar. 


Flaxseed area is forecast to increase 
by almost 40% to 1.0 Mha in 2005 due 
to extremely high prices in 2004-2005 
and relatively good projected net 
returns for 2005-2006. Prices, 
however, are expected to be pressured 
by a stronger Canadian dollar and 
higher supplies. 


Pulse and Special Crops 

In western Canada, area seeded to 
pulse and special crops in 2005 is 
expected to decrease by 6% to 2.91 
Mha due to one or more of the 
following factors: (1) lower expected 
net returns than for competing crops, 
(2) high carry-in stocks or (3) higher 
production risks compared to other 
crops. Area seeded to mustard seed 
and canary seed is forecast to 
decrease by about 25%. Mustard seed 
prices for all types are expected to 
increase slightly due to lower supply. 
Canary seed prices are expected to 
remain stable, in line with a stable 
world supply. Dry pea area is expected 
to be similar to 2004 at 1.39 Mha. 
Prices are expected to remain stable. 
The area seeded to lentils is expected 
to decrease by about 5% to 0.74 Mha. 
Supply is expected to decrease slightly. 
Prices for the top grades are forecast to 
decrease significantly, assuming a 
return to a normal quality crop from the 
lower than average quality crop in 
2004. 


Summerfallow area has been steadily 
declining since 1988, reaching a low of 
3.61 Mha in 2003, because new 
technology, including improved 
herbicides and seeding systems, have 
allowed for continuous cropping. Also, 
the increased availability of alternative 
crops, some of which are nitrogen- 
fixing, and the use of crop rotation, has 
decreased the producers’ reliance on 
summerfallow. Summerfallow area 
rose marginally in 2004, mainly due to 
wet seeding conditions, but is forecast 
to decline in 2005 and reach a record 
low of 3.5 Mha. If moisture conditions 
are dry in the spring, farmers may be 
reluctant to seed crops on stubble, 
supporting summerfallow area, but due 
to above-normal precipitation in 2004, 
soil moisture conditions are adequate is 
most parts of western Canada. 
Expectations for higher input costs and 
lower commodity prices, conversely, 
may support summerfallow area as 
farmers may take marginal land out of 
production. 


Ontario 

Area seeded to winter wheat in the fall 
of 2004, estimated by Statistics 
Canada at 0.3 Mha, is down about 5% 
from 2003 due to lower prices and a 
late soybean harvest. Winter wheat is 
a rotational crop and a source of cash 
during the summer for many Ontario 
farmers, with seeded area largely 
dependent on fall seeding conditions, 
although potential net returns for both 
soft and hard red winter wheat 
compare very favourably with corn and 
soybeans in 2005. As with barley, 
additional revenue can be realized from 
wheat in Ontario through the sale of 
straw. 


Area seeded to corn is expected to 
increase slightly to 0.70 Mha in 2005 
due to lower area seeded to winter 
wheat. Production is forecast to 
increase only marginally due to lower 
yields. Average prices in 2005-2006 
are expected to rise by $10/t to about 
$115/t (No.2 Canada Eastern cash in- 
store, Chatham) due to expected 
higher US prices. 


Area seeded to soybeans in Ontario is 
expected to increase marginally as a 
result of the decline in area seeded to 
winter wheat. Production is expected 
to decline by 7% as yields decline to 


normal levels. Prices for soybeans 
are expected to decline by $25/t to an 
average price of about $205/t (in store 
Chatham), due to higher soybean 
production in the US and a 
strengthening of the Canadian/US 
exchange rate. 


The area seeded to white pea beans in 
Ontario is expected to increase by 
about 40% in 2005, due to strong 
prices in 2004-2005. Area seeded to 
white pea beans is relatively small, due 
to higher production risk. Coloured 
bean area is expected to rise by about 
10%. Higher Canadian and US supply, 
as a result of higher seeded area, lower 
abandonment and higher yields, are 
expected to pressure prices for nearly 
all classes of dry beans. 


For more information please 
contact: 
Glenn Lennox, Wheat Analyst 
Phone: (204) 983-8465 


E-mail: lennoxq@aqr.gc.ca 
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A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS January 10, 2005 


SELECTED REFERENCE PRICE (1) PRICE | SOYBEAN | CANOLA MILL- | MEAT FISH ANIMAL | GLUTEN | GLUTEN} FEED DEHY FEATHER 
Vancouver january 10,2005 [FOB _| 122.00] NA | 125.00| 143.50[ | 267.50 | 158.00 [115.00[ [850.00 [| s00.00f of TT 825.00 _ 
anuary 4,205 | ——=—=«dt 122.00{ N/A | 125.00[ 145.50] | 262.00 [| 16250 [11200[ | 837.50 [500.00] | TT CC 325.00 _| 

Calgary Tanuary 10,2005 [FOB __—'| 104.00| N/A | 112.00| 138.00[ [| 26200 [| 150.00] 975.00 | 535.00f | TT 300.00 _] 
4) [January 4.2005 | ——=—=«(; 104.00 N/A | 110.00| 140.00] [25800 [| [125.00] 975.00 ['535.00f TT CT CC 300.00 _ 

[january 10,2005__|FOB__|_83.50 | 130.00| 91.00 [134.00[ | 26550 [ NA | [165.00] NA [535.00] | 115.33 [ | 350.00 _| 

January 4.2005 | —«i|__ 83.50 | 123.00[ 93.50 | 135.00[ [266.50 [| NA [| [140.00] N/A | 535.00[ [115.33] | 350.00 _| 

January 10,2005__|FOB____| 126.50| 140.00| 110.00] 120.00[ | 244.00 [ NA | [290.00] 1012.50][515.00[ of TT 350.00 

January 4.2005 | __———*| 128.60 140.00[ 111.00| 117.00] | 245.00 [ NA [| [200.00] 97250 [515.00] fT 315.00 _ 

CP ale) UT UAE Tek EEN Ta ST a CN a ee ee a ee Be eee 

UA SE oe ae oe NT ed ee ed Pe Ee) ee es Se |e eee 

ie Brig eee Lead Sle ed dd (ee A (eR ee ee 

wi DEE pm AUS gh ae BR rT ed Da a a ed ee ee 

Data alt= 200s ml In-Stocelenus (t142.00//i705,0042150100 (now oew|mas |. es | RP ete eae [2 ah fe Ss Se ee ee ee 

iicttary azin5 mm | See WN [11 32,00 | 205,00,1150.00 [mame | oe ems ep | ARE es | ees a [eee emi = | el ee ee 

pilin 02005 Ercan | Sas | Mepeaten | Miehaees [0105.49 [oe | ans (Meee ees | ee | ee ee ee 

Lainey 70 Sea | ean | een eeePie a eons (2104.36 | ame et ye | so | Gear ee ole ol eee ee |e a eee eee 

January 10,2005 [WA | | S| ~SCd| SC FB CE CTs 68.00] NA | 460.00] 425.00 | 114.00] | 265.00 | 300.00 _| 

5) [fanuary42005 | | | | | | | [| t68.00] N/A 460.00] 425.00 | 114.00 [ __—i|_ 285.00 |_300.00_| 

Fe UD a NUS Cc el ee as Dad Aeon ed 7 ee Ee De en a I 

ON fice oo | eens | a (SoD eee] Bene [er Oss| 242.09] “AWA a > ee eee Ss | oe a | oe a eee 
Eastern se ye expo] Ole We all a a Ss dD a a SY ee ee 
ON fiers 00 aa | | | Re Rees | 10 1:00.|ones | oeee. ee onl S 2 wel [PS ete (a |: eo Be ee ee 
London fete 00a | EOD eee ee | emesis eee Peete |e | Se | Seeley | | 9 5]-42800 | 114:00\] = eS eee eee 
ee ed ed NE 
Poneieclcrsc ane enim 00s | ROB Namene|any gee Sem S| beams |e Some | mat eee |i eece|w57,50_[ e) Se [ES ol'425.00-} 114.00 | SS se a ee 
Ee Neen ey ssp es leg Some ng [os a 00 | 114.00 | [ee 
Cardinal aes Oe AR (eg | SENS” | eRe ag® | ine | em | One| Se fre foe ae [hes 1.4 25.00 [114.002] "| soca 
RM  srectrncciseslegeee oes | Same aie es | ee [| | ee eel T1400 | es [eel 
Montreal January 10,2005__| _____—_| 133.00] 150.00] 149.00 129.00[_—|-258.57 | 177.88 | 87.33 [168.00] 850.00 | 424.00 425.00 | 114.00| _—i|- 270.00 | 310.00 _| 
Oe os) femmba vos] P138 00 195.00 | ta0.00 [te 00 | OB T-952-70-|-76-13-| 96.67 | 168.00] 680.00 [-413.00-| 426.00 | 11400 | —[-270.00| 310.001 
Tees iyi ce mm |For fel) 2005 In Store mee | 04,001] MO [0147,00; 199,75 [ewe a [Leas |e AS = ee) | Se eels sls eee 
QC Deere a) RON MS Mc el (I Pe ee Dd ie ae 
Sraoac (sym iatiny 000s | OD mann | 19A0900\|i2a24 14045 /e22.66 ee |) 260420) se en) ee [ee eee ele 
Diece ite Ee I rd EP A a GR a 
ii Ol ine | DE SNA ee ee Ce ee ee ee Be ee ee ee a ae 

Ine ue i Ee Ne Pe Be el ee Be Me ee a i eee 

January 10,2005__|Track (| 156.19] __—=*| 166.48 466.23|—~*[ 279.81 | 20363 [ [22355] 505.00f | CT CT 310.00 _| 

Tanuary 42005 | ——=«(«166.49[ =|: 166.48 | 166.53 FOB | 280.86 | 20363 |  [22355[ ss 505.00[ | | | CCC 810.00 _| 

January 10,2005 [Water |] N/A | N/A [| N/A | NA | eS a hee el Ne ee eee eS) 

January 42005 [& Truck | N/A | N/A | N/A _| ee | ESS Cae Be ees Ee Be eee ee 

January 10,2005 [In-Store |. ~N/A_| N/A | N/A _| Ea a Fo ee Ge a eee eee 

January 42005 [| NVA | N/A | NIA me ee ae ee Eee ee Se 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2341, closing date January 7, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.gc.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Wester or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS (2) Canadian Corn #3 or #2 (3) US Com (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal 


B. CASH PRICES AND REPLACEMENT VALUES January 10, 2005 


PRAIRIE GRAINS 
This week Month ago Year ago 
Selected Points Price Basis 10-Jan-05 29-Dec-04 13-Dec-04 12-Jan-04 
rom: Thunder Bay(WCE) (2) _ [In-Store Wheat 161.00 
CBOT at 155.00 
Lethbridge Barle 443,00 see 
o:_Bayport,ON (1) __| In-store Wheat 184.61 


113.00 112.00 112.50 129.00 
N/A 
Barle 140.39 139.39 139.89 156.39 


Montreal, QC 1 n-store 


Barle 145.31 144.31 144.81 161.31 
Wheat 153.25 151.25 150.25 211.25 


Moncton, NB ruck via Halifax 


Wheat 131.03 129.03 128.03 189.03 
femi5t25 

Oat N/A 

Barle 169.50 168.50 169.00 185.50 


Wheat 147.22 145.22 144.22 205.22 


Truro, NS ruck via Halifax 


Oat 

Barle 183.00 

Halifax, NS 1 n-store Wheat 196.28 

Barle 169.30 

Wheat 259.63 
Oat N/A 
Barle N/A 
Wheat N/A 
N/A 
Barle N/A 
Wheat N/A 
Oat N/A 

Barle 

Wheat 


Stephenville, NL Track / Truck via Sydne 


Melfort, SK 


rack 
Bayport, ON 


rack 


= = = = = = = =F = 
= 
® 
QO 
wn 


2 a a 


Montreal, QC 


z|z z|S9|B\zZ z 
>\|> > > > 


Bee a ee N/A 

oe ae Pie aes Barle N/A 

| ea Moncton = NB oon, rok et) e St ees ae ae Wheat N/A 
Migs. Wee ed ee N/A 

| A NN ENE Track eee es a= Se aia Barle N/A 
BM Sie | Cs cee oe Wheat N/A 

ie a Se ee) N/A 

| ES ee PEE Track Tuck Via Sydney Barle N/A 

) Ses Stephenville Nie yeaa | ETP eee Wheat N/A 
Ee eee ee | N/A 
Pe 2 ae es Lie ed Barle N/A 

hy, Je es |e eae eee Re 

Cont RS | Ri a ae | ee |: 10-Jan-05 5 |)829- Dec-04ui eer 1 3-Dec-04 12-Jan-04 
[rromanUS Lake Portas eit | On Roardi Vessel Bailar | iasemi naman 9) 999,09) | 105.3 1mmee) ei 105 COME [PenI2G 41 | 
To: Si Montr eal OC 0084) | in-store ak a aan | Ua ee | 118,030 | 124 beeen 12407 ae | E45 45) 5 | 
Track Ree SS ee Re ee a 
To;» A:Montreal, C8 5 S0 | Track te ieeae a sae Bead | Si eae ee eos |W 39.60 Se EI Ga e ae aed 31 Oc nen Se 
eRe ke Mate nts Witte ai ee ee a ae a ed Ee 
Track Ri See Ree eee eee 
EE ee ee eee eee eee ee a ee ee 
[Soymeal 48% ProteinGail 5] Orewa 2:0 Ac 7. aie A ge 1 a ee ed Se es | 
LF corn Fett ON a S| Sasa al tan ae | ameey |S 259110 Til 251) 10 | SAG 6 eee | 19.50 | 
To: sss Montreal CGP Pei Treack tae fa eae | a aes | 275, AS nl) 75 AS | IG 7.94 | 343 630 | 
Track i Sas ee ee eo eee 
ES eae i ee RE ee ee ee 
| __ Stephenville, NL_—‘([Track/TruckviaSydney | CT 346.03 | 346.03 [338.54 414.23 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 
Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 


DIENTS AT SELECTED POINTS January 24, 2005 

REFERENCE PRICE eee (percents CANOLA | MILL- | MEAT FISH | ANIMAL] GLUTEN] GLUTEN] FEED DEHY | FEATHER 

Vancouver January 24,2005 [FOB | 1 MN/AS1 8125 ,007)6142:001] mer oe |95 264,00 [5915 1,008] 115.00: meant |e860,008) 500,00)|naa an | Sms |= =) a] Se eamen eecaniooNe| 
BC 4) (7) [January 17,2005 [| 122.00 N/A | 125.00[ 140.00] | 262.00 | 151.00 | 117.00] | 850.00 | 50000] ||| 1 325.00 _| 
oY femsan2s-200s_frop __Tioa.00} wa {112,00 | 140.00 [| 266.50 [| 165.00 "975.00 [535.00 [PT 3t0.00 | 
AB 4) [January 17,2005 | [104.00 N/A _[112.00[138.00[ [26650 [| —~—~*«| ~~~ 165.00] 975.00 | 535.00] |. 1.11 300.00 
easkatoon anwar. 24.2005 [FOB _{ 96.00 {134.60} 92.00 | 130.00 {| 264.00 [wa | {rgo.00f" wa [535.00 [[ r1e33 [360.00 
SK 4) [January 17,2005 | | 83.50 [ 134.00] 93.00 [133.00] | 269.00 | N/A | | 180.00] N/A | 53500] || 117.00] | 350.00 
January 24,2005 |FOB | 129.00 140.00 114.00[115.00[ [242.00 [ NA | _| 290.00] 1007.50| 515.00]. ||. +1... 1 340.00 | 

January 17,2005 | | 126.50 140.00[ 110.00] 116.00] | 248.50 [| NA | _—'| 290.00| 1012.50| 51500| +| +|..1. | 350.00 | 

i OS RS UE eS Be ee ee ee ee i ee ee ee aes. soos 

ON 8 Ee FAUCET TZ OT Ee ee a Oe a eM ed 
Tae Fors [amussy24. 200s {On Board _f _}_[ ['94ag [fT 
USA 59d EEE Te | ed Ee es Pe A ae ee ee Sb 
ON EE PTE) Ee Ze BD a Nd ee ee PN ee ee 
ON FER De ed a ad ee ee ee ee ee ee Ee ee el 
orem, anuacy 26 gos fA _f fff frog ff ire.00f wa 20:00 | 426,00 | 114.00 [| 265.00 | 305.00 — 
ON =e | Nanitary: 7) 200sg | eee ee) SO) | ee (ee ie [|e | ee] est [168:00| 2 NAD 1440.00 | 425,001| 114.00 | ae | 265.001], = s00.00mn| 
amiton anus 2 2005 N/A ed a a a ed ed ee ee en ee ee oo 
ON La ES SS eS oS ee ene ne ee ee nn en es es 
eastern amu 24.2005] FOB PETC Ee ee a a ee ee Pe ee ere 
ON i RS ed ee Ea sd es ed Ss Me ae 
concon anus 2 2005 FOB Lo a ee a ee a a ee ee ee ee 
ON ELIE ge CS a a RS Ee) eC ee a ee 
bor Colbome —— Panuany 24 2005 FOB eee | evar CON [ee ie Se a 2. | 52.508 | he | ee | Se | 425.0081 114000: | = nae) ee | 
ON LORS GE CS a Se ee SS aaa ee ee eee ee ee ee ee 
parame ana 2 2005 FOB (2S Se ES eS ee ee ee ee ee ee ee ne io 
ON ESS GE | I ee ee a a ee ee ee ee ee ee Ee ee 1 
Montreal January 24,2005 | | 133.00] 150.00] 144.00[ 124.00[ [255.68 | 172.73 | 69.00 | 179.00] 850.00 | 424.00] 425.00 | 114.00] | 270.00 | 310.00 | 
QC 5) [January 17,2005 [| | 133.00 | 150.00] 146.00 | 124.00 | FOB | 252.53 | 172.33 [ 74.00 | 168.00| 850.00 | 424.00| 425.00 | 114.00] | 270.00 | 310.00 
TiSiseivieces mamma iamiacy 24-200 tealin-Storamm eg 134;10)0ees 8o (5142.70: [12991|0 as ee elo fo eee feels ol |. | | a ee a 
Reon 2 joy |aatiary=24 200 ee POR Marte | 145.22 1124.48 [145.701 15.75 |e = [2 24250, | | se al eel ff a) ee 
eam ry ete aes etn 2005 an | penne me 9143,07.11123,2091145.2910116.76 [fob |S 247.83 |e 0 | lee Bee ee [Ca ea) so |e ce l| ee ee 
partany 2472005imm |I-store mpm | 131.70 /N/A-s] 160.8 1))118.31:| een | 248.03 5] eas [eh See | eels ela|ceeea)| |e | nee 

CE CE TEs BE PES Rl 2 eM el a Es el ee EE nd 

January 17,2005 |  155.86[ | 166.48 | 165.48 | FOB | 283.93 | 20363 | _—'| 223.55 | 505.00] +| +1. ‘| | 31000 

Barca y 24,2003 P a VWatoraenem Ua NAM |S NAS IN AMINA DS @ 2/5. 2 2 ke oee bo [ee | eS |e mene P- [fo ea] | | 

January 17,2005 [& Truck | N/A _[ N/A | N/A Nd I Ps Pe Se aoe SE ie eed Ee ee eee Ee 

January 24, 2005 _ [In-Store J DN ESS EG aS Er ae Fe ee A ae es eS 

January 17,2005 | TSUN N/A_| N/A Brea ereentel=' pap fa) Re Be Bie 


Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2212, closing date January 21, 2005 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Wester or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


1) Wheat 3CWRS_(2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% Protein 


5) Fish Meal 60% Protein (6) Herring Fish Meal Basis - Cash Price WCE) (9) Oats 3CW 


PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES January 24, 2005 


This week Last week Month ago Year ago 

From: Thunder Bay(WCE) (2) Si A a ohn ain = is Lhe aaa 
re ee ee a ee ao ey I ee 
ee Oe en I ee 
To: Bayport,ON (1) Ci Sa (A Pe 
ea a ee ee a a 
a Se eee ee eS ee ee 
a Ec ee a ee a oer ee ee, ey 
ee an I en Nn ee 
a a eee ee en ee 
| Moncton,NB_| Truck via Halifax 
ee ee en eT I Ee 
a ee Lo oe ee ee i 
| TrurooNS = Truck via Hallifax 
ees | ee ee Ee 
Se en a ee a I EI = 
Sa ee Le I ee 
ee SS eae ee Sn 
ee ea enn eee 
| Stephenville, NL_____[ Track / Truck via Sydne 
ee a ee eh ee 
ee I ee NI Oe 
ee ee ee ee ee 
AE SE | SF le es ora (ECs RE (RN Aa ee RNA NA 
es a a ee ee N/A 
| Bayport ON skeen wel amy aed CRROE TG | PNNRBV heath SP | RIVA N/A N/A 
eS OS 2 Eo ee 
a eee ee en ee ee 
a MOR tS | ALORA aR [RC UN Vt SE OTA ENE | MALTA | EAA | SRE 
SS Se eee er ne A) 
Res a a ee ee 
aN Ee ee ae Nn 
A ee eS ee ee ees Ca eee 
eS i ee I ed ee ey 
Re OT ee ee 
BS Ee ee ee eS a 
|. A, ae. SCA Track iarnickia Sydne 
Se bi en ie en I ee) 

ees Cale ae eNN eae | eae NA eee [ee SNAG | 


Barle N/A 


N/A 


Selected Points Price Basis 


= 
> 


This week Last week Month ago Year ago 

24-Jan-05 10-Jan-05 29-Dec-04 26-Jan-04 
105.31 
124.35 
104.82 
133.63 
106.74 
130.61 


rom: Hamilton, ON Se meson Pr eS sae 243.39 251.10 251.10 358.30 
267.72 275.43 275.43 382.63 


Li 2s Moncton, NEP 8 [Trackin erie as OnwiDs | Roma Cina aia | CS047 294.18 294.18 401.38 
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On Board Vessel 


=| 
ie) 


: Montreal, QC 1 


alt 
° 
3 
Q 
2. 
QO 
0 
© 
fo) 
- 


— 
ie) 


: Montreal, QC 
rom: Chatham, ON 
g Montreal, QC 


289.69 297.40 297.40 404.60 
338.32 346.03 346.03 453.23 


1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchange where applicable 
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99192 992-93 993-94 1994-95 995-96 96-97 1997-98 1998-99 4999-00 2000-01 200402 2002-03 2003-04 2004-05  2005-06f 


crop year (August - Jul 
Source: Statistics Canada my Kok y) 


f: AAFC forecast, January 2005 


Pulse and Special Crops [1] 


1997 98 1999 2000 2001 2002 2003 
calendar year 


[1]: dry peas, lentils, dry beans, chickpeas, mustard seed, canary seed, sunflower seed 
Source: AAFC forecast, January 2005 


British : : Atlantic 
Colimbia Alberta Saskatchewan Manitoba Ontario Quebec Provinces Approximate Canadian 


Share of World 
Production Exports 
4 2004-05 crop year 
Lentils : Canary Seed 


Dry Beans Mustard Seed 


Chickpeas Dry Peas 


Mustard 
Seed 
Canary Dry Beans 
Seed 
Sunflower 
Seed Chickpeas 


Buckwheat Sunflower Seed 


*minor area * less than 1% 
Source: Statistics Canada and AAFC Source: AAFC forecast, Janua 


Lentils 


Buckwheat 


thousand tonnes 


Coarse Grains 


Oilseeds 


Pulse and Special Crops 


99192 92-93 993-94 194-95 


Source: Statistics Canada 
f: AAFC forecast, January 2005 


1991-92 
1992-93 


2,023 
1,365 
2,124 
3,338 


2005-06f 2,875 


f: AAFC forecast, January 2005 
Source: Statistics Canada 


thousand hectares 
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Source: Statistics Canada 
f: AAFC forecast, January 2005 


995-96 996-97 97-98 0998-99 1999-00 
crop year (August - July) 


Mustard Canary 
Seed Seed 
thousand tonnes 


100 
124 
128 


2000-01 


Sunflower 


200102 


crop year (August - July) 


2002-03 2003-04 2004-05 2005-06f 


Buckwheat 


Total 


1,267 
1,260 
1,881 
2,750 
2,577 
2,302 
2,745 
3,660 
4,074 
4,940 
3,681 
2,788 
3,680 
5,234 
4,694 


Value of 


1,011 
1,152 
1,145 
916 
1,021 
1,050f 
1,100f 
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1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06f 
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CROPS INDUSTRY: 


ore than quadrupled since 1991-1992 as producers diversified into 


alternative crops to improve their income. The increased production resulted in an expansion of the pulse and 


special crops handling, marketing and processin 


g industry. This generated increased employment and secondary 


benefits, especially for the rural areas of Canada, where most of the expansion took place. This issue of the Bi- 


weekly Bulletin examines the situation and outlo 


PRODUCTION 


Types of Pulse and Special Crops 
Produced 

Canadian pulse and special crop production 
is very diversified with more than 

twenty crops produced. The term pulse 
crops refers to dry peas, lentils, dry beans, 
chickpeas and fababeans. Special crops 
include mustard seed, Canary seed, 
sunflower seed, buckwheat, Caraway seed, 
coriander seed, borage seed, safflower 
seed, millet and hemp. 


This article concentrates on the four largest 
pulse crops, dry peas, lentils, dry beans and 
chickpeas, and the four largest special 
crops, mustard seed, canary seed, sunflower 
seed and buckwheat, produced in Canada. 
Canadian pulse and special crop production 
is concentrated in Alberta, Saskatchewan, 
Manitoba and Ontario. Production of dry 
peas, lentils, chickpeas, mustard seed, and 
Canary seed is concentrated in 
Saskatchewan, whereas production of 
sunflower seed and buckwheat is 
concentrated in Manitoba. Dry bean 
production is mostly located in Manitoba, 
Ontario and Alberta. 


Within the major crop categories, there are 
several types produced, including the 
following: dry peas - yellow, green, small 
yellow, maple, marrowfat; lentils - large 
green, medium green, small green, red, dark 
green speckled, brown; dry beans - white 
pea, pinto, black, dark red kidney, light red 


kidney, white kidney, cranberry, small red, Great 
Northern, pink, brown, azuki: chickpeas - large 
kabuli, small kabuli, desi; mustard seed - yellow, 
oriental, brown; sunflower seed - confectionery, 
oilseed; canary seed/Canario. Canario is a 
glabrous or hairless type of Canary seed 
developed in Canada. 


Growth in Pulse and Special Crops Seeded 
Area and Production 

Canadian seeded area for the eight major pulse 
and special crops increased by 256% from 0.93 
million hectares (Mha) in 1991-1992 to 3.31 Mha 
in 2004-2005. During this period, total pulse crops 
seeded area increased by 311% from 0.62 Mha 
to 2.54 Mha and total special crops seeded area 
increased by 146% from 0.31 Mha to 0.77 Mha. 


Canadian production of the eight major pulse and 
Special crops increased by 313% from 

1.27 Mt (million tonnes) in 1991-1992 to 5.23 Mt 
in 2004-2005. Although production trended 
upwards, there were some years of lower 
production caused mainly by unfavourable 
weather. During the 1991-1992 to 2004-2005 
period, wheat production decreased by 19%, 
coarse grains production increased by 21%, and 
oilseeds production increased by 79%. Pulse and 
special crops share of the total Canadian grains, 
oilseeds, and pulse and special crops production 
increased from 2% in 1991-1992 to 8% in 2004- 
2005. Dry peas accounted for most of the growth 
in production, increasing by 714% between 1991- 
1992 and 2004-2005, while lentil production 
increased by 180%. 


ok for the Canadian pulse and special crops industry. 


Agronomic Limitations and Benefits of 
Pulse and Special Crops Production 
Production of the various crops is limited by 
climatic and soil conditions. Crops such as dry 
beans and chickpeas require longer frost free 
periods and more heat than crops such as dry 
peas and mustard seed. Crops such as dry 
beans need adequate moisture later in the 
summer than shorter season crops. Crops 
such as lentils and chickpeas do not tolerate 
excessive moisture. Therefore they are best 
Suited to the brown and dark brown soil zones 
in Saskatchewan and Alberta. A further 
limitation for some crops is the limited 
availability of products for weed control. 


Pulse and special crops fit well in rotations 
with other crops. Their production increase 
has proven to be valuable in crop rotations 
which help to control weeds, diseases and 
insects, and improve soil texture and fertility. 
Pulse crops, when properly inoculated, are 
able to fix a large portion of their nitrogen 
requirements. The nitrogen fixed by pulse 
crops, which is not removed with the 
harvesting of the seed, is also available for 
use by other crops the following year. Growing 
pulse crops in a rotation can result in yield 
increases for following crops. However, the 
nitrogen fixing ability of pulse crops varies, 
with fababeans and dry peas having the 
highest ability and dry beans the lowest. 


MARKETING 


At the world level, Canada is the largest 
producer of canary seed and dry peas and the 
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Canada 


largest exporter of dry peas, lentils, mustard 
seed and canary seed. 


Marketing Methods 

In Canada, there are approximately 100 
dealers buying pulse and special crops from 
producers, ranging from small family-owned 
businesses to large companies. Since many 
dealers have more than one location, the 
total number of plants receiving at least 
some pulse and special crops is in excess of 
300. 


There are no futures contracts available for 
pulse and special crops in Canada. 
Production contracts are available before 
seeding which normally guarantee a price for 
part of the production. Deferred delivery or 
forward pricing contracts are available for 
most pulse and special crops, under which a 
producer can lock-in a price for future 
delivery. The remainder is sold at spot prices 
at the time of delivery. There are also 
several voluntary marketing pools. A more 
recent innovation in the marketing of pulse 
and special crops has been trading on the 
Internet where bid and ask prices, delivery 
locations and time frames for delivery are 
posted. The buyer and seller then negotiate 
final conditions before the sale is completed. 


Price Determination 

An important factor in price determination to 
the producer is the cost of freight to 
domestic and export markets, since the price 
paid to the producer depends on the price 
received by the dealer, less freight and 
handling charges. Since the majority of 
Canadian pulse and special crops are 
exported, Canadian prices are dependent on 
the value of the Canadian dollar and world 
supply and demand. For feed peas, the price 
is also influenced by the prices of alternative 
sources of protein meal and feed grain. 
Regional supply and demand considerations 
also affect the price received by the 
producer. 


Handling and Transportation 

Pulse and special crops are delivered by the 
producer to the plant or the dealer sends a 
truck to load the seed at the farm. The plants 
are normally designed to handle one or more 
kinds of crops. In some cases, such as for 
feed peas, grain elevators also accept 
deliveries. Deliveries are made throughout 
the year based on spot prices or conditions 
set under production or deferred delivery 
contracts. 


Transportation from the dealer’s plant to the 
customer in the same region is generally by truck. 
Railways are used extensively for shipments to 
customers in North America and for shipments to 
ports for overseas customers. Feed peas, 
sunflower seed and some food peas, lentils, 
chickpeas, canary seed and mustard seed are 
shipped bulk in railcars, but the rest are mostly 
shipped in containers. The containers can be 
filled bulk or with seed packed in bags. The 
containers are trucked to the railway’s closest 
container terminal. They are then transported by 
rail directly to the customer, if located in North 
America, or to container terminals located at 
ports, for overseas shipments. Containers can 
also be trucked to the appropriate port terminal 
for loading on ships. Some crops are shipped to 
ports in bags loaded in rail box cars or in trucks, 
bulk in hopper cars, or in intermodal domestic 
containers. They are then transloaded into ocean- 
going containers at ports. 


Facilities have been developed at the port of 
Vancouver for the soft handling of bulk dry peas, 
lentils and chickpeas. Canadian pulse and special 
crops are normally shipped through Canadian 
ports along the west coast, Vancouver and Prince 
Rupert, Thunder Bay, Montreal and other ports 
along the St. Lawrence Seaway, and through the 
northern port of Churchill on Hudson Bay. 


Domestic Use 

The largest domestic use of pulse and special 
crops is for livestock feed. About 90% of the 
domestic use of dry peas is for livestock feed, 
mainly in the Prairie provinces and mainly for 
feeding hogs. In addition, some low quality lentils, 
chickpeas, fababeans and dry beans are also fed 
to livestock. Another significant use is for bird 
seed. Canary seed is the main crop used for this 
purpose, along with some sunflower seed, 
safflower seed, dry peas, buckwheat and millet. 
The food market consumes a small but significant 
portion of pulse crops, mustard seed, sunflower 
seed and buckwheat. An additional domestic use 
is as seed for planting. 


Exports 

Canada exports pulse and special crops 
throughout the world. About half of the dry pea 
exports are for livestock feed and half for food. 
Canary seed is exported for bird seed. The 
remainder of the pulse and special crops are 
exported for food. Dry peas are exported mainly 
to Europe (largely for livestock feed) and to Asia 
(principally for food), although North and South 
America are also important destinations. Lentils 
are exported mainly to Europe, the Middle East, 
northern Africa, and North and South America. 
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Dry beans are exported largely to Europe and 
North and South America. Most chickpeas are 
exported to the Indian sub-continent, with the 
balance going to Europe, the Middle East, 
northern Africa and North and South America. 
Exports of mustard seed are primarily to 
Europe, Asia, and the US. Canary seed 
exports are largely to Europe and North and 
South America. Sunflower seeds are exported 
mainly to the US, with the balance going 
mainly to Europe, the Middle East and central 
America. Buckwheat is exported primarily to 
Japan, the US, and Europe. There are also 
exports of products processed from special 
crops, such as bird seed mixtures and roasted 
sunflower seeds, and pulse and special crops 
seed for planting. 


Canadian export earnings from the eight 
major pulse and special crops increased 
rapidly from $0.3 billion in 1991-1992 to a 
peak of $1.15 billion in 2000-2001 and 2002- 
2003. Since then, the value of exports has 
stabilized at about $1 billion per year. 


Canadian Grain Commission (CGC) 

The CGC establishes quality standards for the 
following Canadian pulse and special crops: 
dry peas, lentils, dry beans, chickpeas, 
fababeans, mustard seed, sunflower seed, 
buckwheat and safflower seed. Additionally, 
the CGC grades and certifies export 
shipments. For canary seed, the CGC does 
not set grading standards, but analyses 
samples for dockage. 


The CGC also issues licenses for grain 
companies, although not all pulse and special 
crops dealers are licensed by the CGC. Grain 
companies licensed by the CGC are required 
to provide security, in the form of a bond or 
letter of credit, to the CGC to cover their 
liabilities to producers in the case of financial 
failure. The CGC fixes the amount of security 
to be provided based on the liability of the 
grain company to eligible producers. 
Producers are not charged directly to cover 
these costs, but it is reasonable to assume 
that the cost is passed on by the grain 
companies to producers. Western Canadian 
producers selling pulse and special crops 
which are covered under the Canada Grain 
Act are eligible for compensation from the 
security, if the grain company runs into 
financial problems, up to the value of the 
bond. 


Pulse and special crops covered under the 
Canada Grain Act are: dry peas, lentils, dry 


beans, chickpeas, fababeans, mustard seed, 
sunflower seed, buckwheat and safflower 
seed. 


For further information on grain company 
licensing, or to access the Official Grain 
Grading Guide, please visit the CGC 
website: www.grainscanada.gc.ca 


PROCESSING 


The Canadian pulse and special crops 
processing industry is very diversified and 
located throughout most regions of Canada. 
Primary processing involves receiving, 
cleaning and quality sorting of seed. 
Secondary processing involves preparing 
seed for use by the consumer and normally 
secondary processing occurs in a different 
plant from primary processing. 


The largest secondary processor is the 
livestock feed industry, which consumes an 
increasing volume of dry peas, as well as 
some lentils, chickpeas and fababeans, 
mainly in the Prairie provinces. One use of 
dry peas in livestock feed is a mixture of two- 
thirds ground peas and one-third canola 
meal. Although canola meal is an excellent 
source of protein, it is low in digestible 
energy. Peas have high energy digestibility, 
and the amino acid profile of peas, which is 
high in lysine, complements the amino acid 
profile of canola meal, which is high in 
methionine and cystine. These amino acids 
are essential in diets for good growth. 
Another feed product is an extruded blend of 
ground dry peas and canola seed. In 
addition to the two ingredients 
complementing each other, the high oil 
content from the canola seed is a readily 
available source of energy. 


The bird seed industry uses canary seed, as 
well as sunflower seed, safflower seed, 
millet, buckwheat and dry peas in feed 
mixtures for pet and wild birds. 


Secondary processing includes the splitting 
of dry peas, lentils and chickpeas; as well as 
canning, dry packaging, and the production 
of soup mixes, dehydrated products, gluten 
free flour, precooked and individually quick 
frozen products, soups, stews, and snack 
food. Dry peas and beans are also 
processed into components such as pea 
fibre, flour, starch and protein concentrate. 
Additional products of dry beans are refried 
beans and bean paste. Mustard seed is 


processed into flour and condiments. 
Confectionery sunflower seeds are used 
extensively for snack food, such as roasted 
seeds, and dehulled for use in baking. Buckwheat 
is milled into flour, groats and grits which are then 
used for baking, noodles, hot breakfast cereal or 
pancake mixes. 


ECONOMIC IMPACT 


Adaptation and diversification into pulse and 
special crops production has provided producers 
with a potentially higher priced alternative to 
traditional cereal grain crops and allowed them to 
spread risk over a greater number of crops to 
improve their earnings. Producers have become 
capable growers of pulse and special crops, 
allowing them to diversify even more when new 
markets arise. An additional benefit has been, via 
alternative crop rotation patterns, improvements 
in weed, insect and disease control and the 
resulting savings in input costs. Also, nitrogen 
fertilizer costs have been reduced in pulse crops 
production. 


Farm cash receipts for pulse and special crops 
increased by 223% from 1991 to $0.83 billion in 
2003, while receipts fell by 7% to $2.47 billion for 
wheat, increased by 27% to $1.44 billion for 
coarse grains and increased by 129% to $2.72 
billion for oilseeds. However, the receipts for 
pulse and special crops are only for the seven 
largest crops and the total receipts would have 
been higher if all pulse and special crops were 
included. 


The increase in production has also benefited the 
general economy through the handling, 
processing, and transportation industries, mostly 
in rural communities. Direct employment by pulse 
and special crops dealers is estimated at about 
2,500 employees. In addition, pulse and special 
crops contribute to employment in grain 
elevators, in transportation, transloading, port 
terminals, manufacturing of bags and other 
containers, in secondary processing, in 
manufacturing of inputs and inoculants for pulse 
crops, and with suppliers of seed for planting. 


2005-2006 OUTLOOK 


Canadian production of the eight major pulse and 
special crops is expected to decrease in 2005- 
2006 due to a decrease in seeded area and lower 
trend yields for most crops. For further 
information and periodic updates please check 
“Canada: Pulse and Special Crops Outlook” at 


www.agr.gc.ca/mad-dam/ 


LONGER TERM OUTLOOK 


Production and Use 

Canadian seeded area and production of 
pulse and special crops is expected to 
continue trending upwards moderately during 
the next decade because of improved 
varieties resulting in higher yields, increased 
seeded area because of the willingness of 
producers to continue diversifying out of 
grains in the Prairie provinces, and increasing 
demand in Canadian and world markets. The 
level of the increase will depend on returns 
from pulse and special crops relative to grains 
and oilseeds, moisture conditions, carry-in 
stocks, crop rotation considerations and the 
producers’ ability to diversify. Most of the 
growth is expected to be in Saskatchewan, 
due to its large land base and the continuing 
development of varieties suitable for 
production in that province. Most of the 
production growth is expected to result from 
increased seeded area, but average yields are 
also expected to continue trending upwards. 


The US Farm Security and Rural Investment 
Act of 2002 (FSRIA) included dry peas, lentils 
and small chickpeas under the loan program 
for the first time. Since then, US production of 
dry peas and lentils increased sharply which 
increased competition for Canadian dry peas 
and lentils in world markets and pressured 
Canadian prices. If US production continues 
to increase, it will further increase competition 
for Canadian dry peas and lentils, and 
pressure Canadian prices. Lower Canadian 
prices would limit the expected upward trend 
in Canadian production. 


The future trends for the ten years following 
2005-2006 for specific crops in Canada are as 
follows: 


Dry peas - Production is expected to trend 
upwards moderately due to increased demand 
in both feed and food sectors, the 
development of improved varieties and their fit 
in rotations with other crops. Canada is 
expected to continue to be the largest 
producer and exporter of dry peas in the 
world. New export markets for feed peas are 
expected to be developed, especially in 
eastern Asia. 


Lentils - Production is expected to trend 
upwards moderately with increased world 
demand, a large area of land suitable for lentil 
production in the Prairie provinces, especially 
in Saskatchewan, and the development of 


improved varieties, as well as agronomic 
improvements. Canada is expected to 
become the largest producer of lentils in the 
world and to continue to be the largest 
exporter. 


Dry beans - Production is expected to trend 
upwards moderately, with most of the growth 
in Manitoba and Saskatchewan. 
Saskatchewan is expected to become one of 
the main dry bean producing provinces, as 
shorter season varieties become available. 
The growth is expected to be mainly for the 
coloured types. Canada’s share of world 
exports is expected to increase, in line with 
the increased production. 


Chickpeas - Production is expected to trend 
upwards, but the growth in production will 
depend on the development of shorter 
season and more disease resistant varieties, 
which will enable the crop to be grown over 
a larger area and reduce production risk. 
Canada is expected to increase its share of 
world chickpea production and exports. 


Mustard seed - Production is expected to 
increase slowly because the market is 
limited, but Canada is expected to continue 
to be the largest exporter. 


Canary seed/Canario - Production is 
expected to increase slowly, unless other 
uses are developed which increase demand. 
Research is underway to develop markets 
for Canario as a human food and for 
industrial uses, such as cosmetics. If the 
research efforts are successful, the demand 
for canary seed will increase faster and lead 
to larger growth in production. 


Sunflower seed - Production of 
confectionery seed is expected to grow 
moderately in line with the growth in 
demand. Oilseed sunflower production is 
also expected to grow, but the rate of growth 
will depend on the price for vegetable oil, as 
well as the growth in demand for bird seed. 
An additional factor is the growth in demand 
for NuSun, a mid-oleic sunflower seed, 
which has a low saturated fat profile. NuSun 
production has been expanding in the U.S. 
because of a strong demand for NuSun oil. 
A continuing strong increase in demand for 
NuSun oil and attractive prices would result 
in a faster increase in Canadian oilseed 


sunflower production and possibly a return to 
sunflower seed crushing in Canada. 


Buckwheat - Production is expected to grow 
slowly until new higher yielding and more frost 
tolerant varieties are commercially available. This 
development is expected to encourage larger 
production. Research is underway to develop 
uses for buckwheat in the pharmaceutical and 
nutraceutical industries, which is expected to 
increase the demand for buckwheat. 


Other - Production of smaller area special crops 
such as spices, herbs, spelt, kamut, quinoa and 
hemp is also expected to increase over the next 
decade. However, the market for these crops can 
be oversupplied very quickly. Therefore, they will 
be important crops to some producers, but the 
total seeded area is not expected to become 
large. 


Processing 

The primary processing industry for pulse and 
special crops is expected to grow slowly due to 
the rapid expansion in the late 1990's and early 
2000's. The primary processing sector is 
undergoing consolidation in Saskatchewan due to 
the rapid growth and lower crop production during 
2001-2002 to 2003-2004 caused by unfavourable 
weather. 


The secondary processing sector for pulse and 
special crops is expected to grow faster than the 
primary processing sector, as it is not as well 
developed as the primary sector. Increased 
secondary processing is expected in all areas, 
food, feed, bird seed and industrial. The 
secondary processing sector is expected to 
become more diversified, with a larger range of 
products produced. Increased secondary 
processing is expected to increase domestic 
consumption and increase exports of semi- 
processed and consumer ready products. 


Identity preservation 

In the production and primary processing sectors, 
identity preservation and traceability for 
shipments is expected to increase in response to 
consumer demand. 


Research 

Research is continuing to develop better 
varieties, and improve disease, weed and insect 
control. Research on developing new products 
from pulse and special crops is also continuing. 
This includes research on feeding to livestock, 


the pharmaceutical and nutraceutical 
potential, and food and industrial uses. 
Researchers and industry representatives 
from Canada and several other countries are 
in the process of developing international 
standards for the identification and testing of 
pulse crops. Testing methods are being 
developed for such traits as colour, texture, 
taste, cooking time and splitting and milling 
ability. 


For more information, please contact: 
Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 


E-mail: skrypetzs@aqr.gc.ca 
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A. SELLING PRICE OF BULK FEED | 


SELECTED REFERENCE 
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PERIOD 
Vancouver December 29, 2004 


NGRED ELECTED POINTS December 29, 2004 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2295, closing date December 24, 2004 
Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.gc.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten F eed 21% Protein. 


1) Wheat 3CWRS _(2) Canadian Corn #3 or #2 (3) US Com (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Fish Meal 


Protein (6) Herring 


B. CASH PRICES AND REPLACEMENT VALUES December 29, 2004 
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29-Dec-04 13-Dec-04 29-Nov-04 29-Dec-03 
105.03 105.03 97.66 126.29 


ea eal ee ice ee Piel Ae OR es ee 4 
rom: US Lake Port On Board Vessel i oe ae 
| eee | Si 24.07. 124.07 116.70 145.33 
cele hye rea. See Se 
et er eee 
ak a Fars aed 
ERaAg ew ae) 


0: Montreal, QC (1) 

rom: Chicago (IL 

0: Montreal, QC 

rom: Chatham, ON 

0: Montreal, QC Track 


This week Last week Month ago Year ago 

[oo ee ae(CROT) beans oe ie | ail) Et Oat gn 2] 1 156,40 et 5440 eR 140. COON EAS DOP. 
[EF ke Tsoi Leta ri) li Messe a ei Raa tec | SULA, Bearlgytspamet [nats 12. OOjepet [94.12.50 seas een 1400 ae PM ISOOON S| 
Meee a ee ee ed Oat 
WE Poot Se ese re on er ed ed DE ea 2 ee ee 
EE ey ed ee ed RO le Oke nd RO) Se 
Meee ee el es ee ee ed ee ear Ea 2 ee 
ea Raga Re a Pd Sine Oat aman ae NUAROe” | Preed NUAS Ie «OR NIA RE Rime UNAM «| 
ESD Soa .. ee 
WE ea ads) ee ee ee a a ee ee ee a eee Ee 
[ees ee eee ee Pe BORE iiss | AE Barley Bea | v5 00 ea 9 166 50 Sra] Seka 68.00 jaeem apes. 005. | 
eR Se ae I MORAN ee Petree eS PO CNET Oat RH RENTAL | MSNA Se | ARENA eg Se aN/Ame = 
a) sa re Be ee ee 
ee ae ae ee eo ee eee ed ee a ee ee 
| Se nl baa a, Sis OS ay a aL eto 3 Barley.) Die OSS NA St «| NAS it a aNIA: Seu | ENA S =* 
| SS Fi Melfort: Skate rere | as, Meee ORE Wes | OFS Wheat oe | SUSAN AR Ss | et N/ Armaan | ee NIA ates | NAS 2 
Ra ee a a a a ae 
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131.96 131.96 110.01 157.73 
106.33 106.33 98.38 135.43 
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Fromix(Hamiltons ON seas ouiieae | ee CRE Pca PSS eee wer | 219.6 1a Rk 2496 ee eee 70 as 941.70 
To:! Montreal OC 2025] Track ith Beane ae ean fe Ae 26 7.04 | wale 267.94 Papa nn 256,03 ss 8366.03" =| 
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1. Prices include ONE month of storage and interest charges n/a = not available 
2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Com. 

Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including 


duty and exchange where applicable 


A. SELLING PRICE OF BULK FEED INGREDIENTS AT SELECTED POINTS 


PERIOD BASIS WHEAT} OATS | BARLEY| CORN | BASIS MEAL MEAL FEEDS | MEAL MEAL FAT MEAL FEED PEAS |ALFALFA MEAL 
Fanuary 10,2005 |FOB___| 122.00| NA | 125.00| 143.50| _—‘|_ 267.50 [ 158.00 [11500[ [| 850.00 | 50000/7 | TT 3:25.00 _ 
4) (7) [fanuary4,2005 | _—=«( 122.00[ N/A | 125.00[ 145.50| | 262.00 | 162.50 | 11200 ‘| 63750 |s0000[ | | 325.00 
Calgary January 10,2005 [FOB | 104.00[ N/A | 112.00| 138.00] | 26200 [| [| 150.00] 975.00 [535.00] | | TC 300.00_| 
AB 4) [January 42005 | ___—*+| 104.00 NA | 110.00] 140.00[ || 258.00 [ss] ~—Ss«*'125.00[ 975.00 [53500] [| | CT 300.00 _ 
Saskatoon January 10,2005 [FOB __| 83.50 | 130.00| 91.00 | 134.00| || 265.50 [ NA | | 165.00[ NA [535.00] | 115.33] 350.00 _| 
4) [fanuary4,2005_ | ———*i|- 83.50 | 123.00 93.50 | 135.00[ [266.50 [ NA | | 440.00[ NA [53500] [175.33] 350.00 _| 
January 10,2005 [FOB __| 126.50 | 140.00 110.00| 120.00[ [244.00 | NA | [290.00| 101250[515.00[ | | CT 350.00 _ | 
january 42005 | ———*(| 128.50/ 140.00[ 111.00] 117.00| —*[|_ 245.00 | NA | | 290.00[ 97250 [51500] [| TT 895.00 
aces gtr re UC ree] «102500 | OS NVA | 1 100.50) Speman | eum | Os mee ot [Se es | emp Spee | Sea | Ae | pea] Weer [at | | 
eae te 0 ee [FTO TOO! aa VASE [6109195 hee | Soe | pence tp op tee ae [8S [Pe | ae | es | os J tg | ee 
Patten iO SN Ori Board eam: | eeegmey| Sateeah |S otoche|/09.11.5) tase he =F sen [eae | ee aps |e | ee Se] | Pepe pe | a |e ee 
rater 200s ae Weceel main ak ae | line | ee wT | 103.82 |PPees [ae tes [n= eam [Reaeoy eee [tees S| Ts 2 ae | al ee ee | ee 
ret 165MM SECTS MSRM 10192003] 205.005 [150.001 | sents | woes | PA i [Ue de [Pepe n] operas |uaestee |< [erik g | cer) ee | ees |e 
7209201 | UN (CF 2/005] 205:00 [nt 50,00: [ied | whet [erat [pee tome p cee [ye | VE | 7 oe eae | eae Smee dees | ee 
Peron lle ee tN elim Sn ood Cee EO CO a OO a OC Le Me Re eee ae a 
Ee ed Ed Bs Ded Dod ROT RE RR re FET) I) Od Ee 
Toronto Tanuary 10,2005 [WA | | | ~~ ~—Ssd| ~SSsCiP FBT CTC SCT sd 168.00] NA __| 460.00] 425.00] 114.00[ i 265.00 | 300.00 _| 
ON Je | snicary@4, 2005 ses |e eae | eG | S| S| ae wee | ee es [Bes [OOS | 468.00 9 N/A [460.00 |%425.00°15114:00.| 3s "11285 .008] 200.0088 
Hamilton Gina NUYS Oy D7 CR Glens (ee 
ON Sera 2000200 5 [a | Maen [papal | Genero feats | S| 7242.20.82 ENA | aoe | en [Sie eee ee eee 
Eastern icatiept 200 ee| FOS Maan. [ aban | NNR | RHR [2 107150; | pe | seems | Rarer [tee [essa Pe [ore | nea | ee ee | ea 
ON attr 000 SR | ese anes | MNOS [peli Geana | £107.00! | meas ena eee] mais afer Pos fe es | pe ee | ee ee 
London root /d00) S200 S200: OE aman | me | Uae haat | Neen | oemNGe | emia] Pee gan. | ere | er [eS] 425.00c1 S114 000) Se [sme ee arma 
ON nS a | ana enn |Srmty | UNM | Games | Smee | dR |e vs | ope |p te | ee | 425.00. 12114, 00i eee | geen en 
ea ionic Mamas) iattaryat e200 [Ob ween | beng | memneay | Me trek |e. | ee) 55 Sos renee e [57.50 [ef |e 2] 2425.00 [2114.00 | 4s | eee ees 
ON Eanes [Sea eee (Sets aera | Salers [iaeishe |(Weeatg | egmeen | meee | 83:500] 5 ot a] [ES £425,001] 194.00) es [| 
Cardinal esr 00 SCs aces | Pea [Oia | OM te, | Soe | eee] meee a | Sew ie | ee ee | Se = ve | $425,002] 114.00; |e = |e 
ON een 00S ca | Na | Sao | DN Wane [as | oe) eae es Sasa SS | eee $425,00°18114.00: |e ae | 
Montreal fTanuary 10,2005 | __——_—'| 133.00] 150.00] 149.00| 129.00| | 258.57 | 177.88 | 87.33 [168.00] 850.00 | 424.00] 425.00 | 114.00| _—i|- 270.00 | __310.00_| 
QC 5) [January 4,2005_| __—_—_'| 133.00] 125.00 150.00 | 128.00 | FOB | 252.70 | 176.13 | 96.67 [168.00] 850.00 [| 413.00] 425.00 | 114.00] __—i|_ 270.00 | _ 310.00 __ 
Oy oe ey ec ences 200 see ne tore Meat | 194100; teen [6147.00 |F133,75!| aes etme | St ees | | Re as ee ee eee 
QC imatierge700 5 ake | anaes.) 21 39:50)| eat 149.00. )131.60 [Seger ne, 8 Sent Wd Re | aS ea | ee ee ee 
See ON (2 arian 0205s | Ob meme 194100 | 124.24: | 1140.45 [1221681 | tis [nm 209.42 8] an mee me [Fees |e | ee | a | ee 
SU tte (Come | Patter 774 72005 | Rage 1150.5 7.10122 40 (@147.01) |0122.69)| pepe |ax25 1,192 |e Se [ee ee [i | ns | | ee | ee 
Quebec fests e200Sema Inet resmeeea | ct 99,001] MENVAMS |e 165.425 e120,40) leone | 25 17 2 mmnnieae | See gee Re |r ea]! ep Spee] Sree, |e | ae 
QC Cpe ad LOS EN aI PM RG CS Pl a 
Truro fanuary 10,2005 [Track -_—*«| 156.19| «| 166.48 | 166.23] | 279.61 [| 20363 | [223ssf 505.00 | | CT 810.00 
NS vaiiiat24) 2005s | maentaat | 1 56}19 | ul ia [2 166.48, )n1661531) SFOB!| 280.865 |i 203.630 |e mes |\223.65| ae S23] 505.00 [7 age] eh | ee esto 0om 
Truro Siararyge 2005s | Water ames [Oe NIA PNIAGe | SeNUASS batNVA Sy |ctee- a] eis [ioe Minow | aie. [wees | 8 «| ee et | eet ie ne ee] he | See 
i Seo ee ed ON Be Ns Bd ee Be ed a a ee ee 
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Source: Market Analysis Division, Agriculture and Agri-Food Canada; Thunder Bay prices are based on the Winnipeg Commodity Exchange (WCE) market close US$1.00=CAN$1.2341, closing date January 7, 2005 


Contact: Valérie Chartier A/Statistical Clerk Telephone: (204) 983-0581 Fax: (204) 983-5524 Email: chartierv@agr.ge.ca N/A = not available 


Footnotes: All prices in Canadian dollars per metric tonne based on survey respondents. 
Grain grades (unless otherwise specified ) are: Western or Eastern Feed Wheat, Feed Oats, No.1 Canada Western or Eastern Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Soybean Meal 48 % Protein. Canola Meal based on minimum standard of 35% Protein. Fish Meal: white fish and/or herring meal. Gluten Meal 60% Protein. Gluten Feed 21% Protein. 


Basis - Cash Price WCE) (9) Oats 3CW 


1) Wheat 3CWRS _ (2) Canadian Corn #3 or #2 (3) US Corn (4) Fish Meal from West Coast 63% Protein (5) Fish Meal 60% Protein (6) Herring Fish Meal 


PRAIRIE GRAINS 


B. CASH PRICES AND REPLACEMENT VALUES January 10, 2005 
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1. Prices include ONE month of storage and interest charges n/a = not available 


2. Thunder Bay prices are based on the Winnipeg Commodities Exchange market close (Cash price) 


Source: Market Analysis Division, Agriculture and Agri-Food Canada 
Contact: Valérie Chartier: A/Statistical Clerk (204) 983-0581 Fax: (204) 983-5524 e-mail: chartierv@agr.gc.ca 


Footnotes: All prices quoted in Canadian dollars per metric tonne. 
Grain grades (unless otherwise specified ) are: Canada Western Feed Wheat, Feed Oats, No.1 Canada Western Barley, No.2 Canada Yellow Corn, No.3 US Yellow Corn. 
Replacement value for grain in-store Montreal can be applied to Sorel, Trois-Riviéres and Quebec. 

Replacement values reflect quoted cash prices at shipping points plus the full transfer costs including duty and exchan 


ge where applicable 


CANADA: PULSE AND SPECIAL CROPS SUPPLY AND DISPOSITION January 14, 2005 


Grain and Harvested Imports Total Exports Total Carry-out Average 
Crop Year (a) Area Yield Production (b) Supply (b) Domestic Use (d) Stocks Price (e) 
000 ha tha se o-oo Fe ee we thousand metric tonnes - - - - - ---------------- $/t 


Se EEE EE Ee Se eee a 


Dry Peas 


2001-2002 1,285 eyes 2,023 27 2,245 1,381 589 275 190 
2002-2003 1,050 1.30 1,365 M1 1,681 628 743 310 210 
2003-2004 el 7at 1.67 2,124 24 2,458 ASA 936 205 175 
2004-2005f 1,345 2.48 3,338 20 3,563 1,800 1,063 700 120-150 
2005-2006f e355 Pe 2 2,875 20 3,595 1,850 1,145 600 120-150 
Lentils 

2001-2002 664 85 566 6 828 478 219 131 320 
2002-2003 387 91 354 9 494 320 119 55 390 
2003-2004 536 .97 520 5 580 368 174 38 420 
2004-2005f 750 1.28 961 5 1,004 550 294 160 300-330 
2005-2006f TNS ez 840 5 1,005 570 245 190 315-345 
Dry Beans 

2001-2002 175 1.70 298 42 390 263 97 30 725 
2002-2003 219 1.89 414 40 484 297 117 70 445 
2003-2004 167 PANS 356 31 457 344 83 30 495 
2004-2005f 126 eS 220 S5 285 205 70 10 655-685 
2005-2006f 185 1.84 340 30 380 285 75 20 525-555 
Chickpeas 

2001-2002 467 .97 455 12 497 146 211 140 380 
2002-2003 154 1.01 156 9 305 105 140 60 300 
2003-2004 63 1.08 68 2 130 74 36 20 330 
2004-2005f 39 1.31 51 5 76 35 36 5 365-395 
2005-2006f 50 1.20 60 5 70 SS 30 5 370-400 
Mustard Seed 

2001-2002 158 .66 105 3 213 171 n/a 33 685 
2002-2003 255 .60 154 9 196 114 22 60 595 
2003-2004 328 .69 226 2 288 an we 92 390 
2004-2005f 304 1.00 305 2 399 160 84 155 305-335 
2005-2006f 230 .80 185 2 342 170 77 95 340-370 
Canary Seed 

2001-2002 163 70 114 0 184 134 20 30 660 
2002-2003 227 78 176 0 206 164 22 20 575 
2003-2004 243 .93 226 0 246 170 n/a 67 345 
2004-2005f 318 .94 300 0 367 180 47 140 225-255 
2005-2006f 260 .94 245 0 385 185 50 150 225-255 
Sunflower Seed 

2001-2002 67 1ko5 104 29 179 92 65 22 355 
2002-2003 95 1.65 1G7/ 21 200 105 60 35 440 
2003-2004 aS 1.30 150 16 201 96 80 25 405 
2004-2005f 59 92 54 25 104 40 59 5 475-505 
2005-2006f 95 1.47 140 15 160 80 70 10 410-440 
Buckwheat 

2001-2002 14 1.14 16 1 17 6 8 3 325 
2002-2003 12 1.00 WZ 1 16 6 if 3 340 
2003-2004 9 teil 10 1 14 5 7 Z 355 
2004-2005f if eral 5 1 8 2 6 0 340-370 
2005-2006f 9 1.00 9 1 10 4 6 0 340-370 
Total Pulse And Special Crops (c) 

2001-2002 2,993 e223 3,681 120 4,553 2,671 1,218 664 

2002-2003 2,399 1.16 2,788 130 3,582 1,739 1,230 613 

2003-2004 PAT fo fe3s5 3,680 81 4,374 2,495 1,400 479 

2004-2005f 2,948 rds) 5,234 93 5,806 2,972 1,659 iltAs 

2005-2006f 2,899 1.62 4,694 78 5,947 3,179 1,698 1,070 


(a) August-July crop year. 

(b) Excludes products. 

(c) Includes Pulse Crops (dry peas, lentils, dry beans, chickpeas) and Special Crops (mustard seed, canary seed, sunflower seed, buckwheat) 
(d) Includes food, feed, seed, waste and dockage. 

(e) Producer price, FOB plant. Average over all types, grades and markets. 


f: forecast, Agriculture and Agri-Food Canada, January 14, 2005 

n/a Total domestic use is calculated residually. Based on current data on exports and carry-out stocks, it appears that Statistics Canada’s production 
estimate may be low or carry-out stocks high resulting in a very low residual. 

Source: Statistics Canada and industry consultations. 


Agriculture and 
Agri-Food Canada 


Agriculture et 
Agroalimentaire Canada 


CANADA: PULSE AND SPECIAL CROPS OUTLOOK 


For 2004-05, total Canadian pulse and special crops production increased by 42%, from 2003-04, to 5.23 million tonnes (Mt), 
based on Statistics Canada’s (STC) November production estimates. Total pulse and special crops supply increased by only 33% 
to 5.81 Mt, because of lower carry-in stocks. Although exports and domestic use are forecast to increase due to the higher supply, 
strong demand and lower prices for most crops, carry-out stocks are also expected to increase. Average prices, over all grades 
and markets, are forecast to increase from 2003-04 for dry beans, chickpeas and sunflower seed, decrease for dry peas, lentils, 
mustard seed and canary seed, and be the same for buckwheat. 


January 14, 2005 


Harvesting of pulse and special crops was much later than normal, but is, in general, complete. Average yields ranged from 
lower than trend to higher than trend, depending on the crop, but abandonment was generally higher than normal. Yields were 
much lower than trend and abandonment much higher than normal for dry beans and buckwheat in Manitoba and sunflower 
seed in Manitoba and Saskatchewan, due to late seeding, below normal temperatures and damage from excessive rainfall, frost 
and disease. Average quality is, in general, lower than normal due to damage from frost and wet weather. The main factors to 
watch are exchange rates, ocean shipping rates, and crop and harvest conditions in other major producing countries, especially 


Australia, India and Pakistan. 


DRY PEAS 

For 2004-05, production and supply 
increased, due to a 7% increase in seeded 
area and higher yields. Production 
increased for yellow, green and other types. 
The average quality is significantly lower 
than in 2003-04. World supply increased 
by 18% to 12.6 Mt, mainly because of 
higher production in Canada, EU and US, 
but this is expected to be mostly offset by 
increased use in both the feed and food 
markets. Canadian exports and domestic 
use are forecast to increase due to the higher 
supply and lower prices. For exports, most 
of the increase is expected to be to the EU 
and Asia. For domestic use, most of the 
increase is expected for feeding hogs. 
Carry-out stocks are forecast to increase 
with a stocks-to-use (s/u) ratio of 24%. The 
average price, over all types, grades and 
markets, is forecast to decrease due to the 
higher supply. 


LENTILS 

Production and supply increased, due to a 
41% increase in seeded area and higher 
yields. Production increased for large, 
medium and small green, red and other 
types. The average quality is significantly 
lower than in 2003-04. World supply 
increased by 23% to 3.89 Mt, due mainly to 
higher production in Canada. Canadian 
exports are expected to increase, as 
Canada's share of world supply increases 
and prices decrease. Carry-out stocks are 
forecast to increase, with a s/u of 19%. The 
average price, over all types and grades, is 
forecast to decrease due to the higher supply 
and lower average quality. 


DRY BEANS 

Production and supply decreased sharply, 
due mainly to crop damage in Manitoba, the 
main producing province. Production and 
supply decreased for white pea, pinto, 
black, light red kidney, Great Northern, 
small red and pink beans, but was similar to 
2003-04 for dark red kidney and cranberry 


beans. US production decreased by 22% to 
780,000 t, due to a lower harvested area and 
lower yields. Total US and Canadian 
supply of nearly all major classes of dry 
beans decreased. Canadian exports are 
forecast to fall sharply, due to the lower 
supply, and carry-out stocks are expected to 
decrease to a low level. The average price, 
over all classes and grades, is forecast to 
rise sharply due to the lower supply. 


CHICKPEAS 

Production and supply fell, due to a 26% 
decrease in seeded area and higher 
abandonment. Production increased 
marginally for the large and small kabuli 
types, but decreased for the desi type. 
However, supply decreased for all types due 
to lower carry-in stocks. The average 
quality is significantly lower than in 
2003-04. World supply decreased by 4% to 
8.4 Mt. Canadian exports are forecast to 
decrease due to lower supply. Carry-out 
stocks are forecast to decrease to a low 
level. The average price, over all types, 
sizes and grades, is forecast to increase due 
to the lower supply. 


MUSTARD SEED 

Production and supply increased as a 7% 
decrease in seeded area was more than 
offset by higher yields. Production 
increased for all types, yellow, brown and 
oriental. The average quality is significantly 
lower than in 2003-04 and a significant 
portion of the carry-in stocks were low 
quality seed. In the US, production of the 
yellow type decreased. Canadian exports 
are expected to increase because of stronger 
demand and lower prices. Carry-out stocks 
are forecast to increase, with a s/u ratio of 
64%. The average price, over all types and 
grades, is forecast to decrease due to the 
higher supply. 


CANARY SEED 
Production and supply increased, due to a 
42% increase in seeded area, higher yields 


and higher carry-in stocks. World supply 
increased by 47% to 410,000 t. Canadian 
exports are expected to increase because of 
higher supply and lower prices. Carry-out 
stocks are forecast to increase, with a 
stocks-to-use ratio of 62%. The average 
price is forecast to decrease because of the 
higher supply. 


SUNFLOWER SEED 

Production and supply fell sharply, due to a 
27% decrease in seeded area, higher 
abandonment and lower yields. Production 
decreased for both types, confectionary and 
oilseed. The average quality is significantly 
lower than in 2003-04. In the US, harvested 
area, production and supply decreased for 
both types. World supply decreased by 4% 
to 26.7 Mt. Canadian exports and domestic 
use are forecast to decrease sharply due to 
the lower supply. The average price, over 
both types and all grades, is forecast to 
increase due to the lower supply. 


BUCKWHEAT 

Production fell sharply due to a slight 
decrease in seeded area, higher 
abandonment and lower yields. World 
supply increased by 10% to 2.95 Mt. 
Canadian exports and domestic use are 
forecast to decrease due to the lower supply, 
while carry-out stocks decrease to a 
negligible level. The average price, over all 
grades and markets, is forecast to be the 
same as in 2003-04, as pressure from higher 
world supply is offset by lower Canadian 


supply. 


FURTHER INFORMATION: 

Stan Skrypetz ..............s0000 (204) 983-8972 
E-mail skrypetzs@agr.gc.ca 

Fred Oleson, Chief ............ (204) 983-0807 
Fem I Bil oe cea cecesauecen haces olesonf@agr.gc.ca 


www.agr.gc.ca/mad-dam 
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CANADA: GRAINS AND OILSEEDS SUPPLY AND DISPOSITION January 14, 2005 


Grain and Harvested Imports Total Exports Food and Feed, Waste TotalDom- Carry-out Average 

Crop Year Area Yield Production (b) Supply (Cc) Ind. Use (e) & Dockage_ estic Use (d) Stocks Price (f) 
(a) O00 Na SNe ee ane e aa saeete thousand metric tonnes- - -----------------.---- Sit 

Durum 

2003-2004 2,459 1.74 4,280 1 5,900 3,427 258 215 683 1,790 224.21 

2004-2005f 2,141 Ze 4,962 1 6,753 3,300 260 683 1,153 2,300 197 * 

2005-2006f Zuo 2.06 4,490 1 6,791 3,400 265 406 891 2,500 195 f 

Wheat Except Durum 

2003-2004 8,009 2.41 19,272 16 23,395 12,299 2,628 3,389 6,824 4,273 206.03 

2004-2005f UMP 2.71 20,898 20 25,191 12,600 2,650 4,302 7,791 4,800 Toy Aa 

2005-2006f 8,175 2.43 19,900 ie) 24,715 13,300 2,675 3,420 6,915 4,500 170 f 

ALL WHEAT 

2003-2004 10,467 225 Zaz 18 29,295 15,726 2,886 3,604 7,507 6,062 

2004-2005f 9,862 2.62 25,860 21 31,943 15,900 2,910 4,985 8,943 7,100 

2005-2006f 10,350 2.36 24,390 16 31,506 16,700 2,940 3,826 7,806 7,000 

Barley 

2003-2004 4,446 PATEL 12,328 36 13,838 2,444 311 8:555 9,288 2,106 135.80 

2004-2005f 4,050 3.26 13,186 30 1.325 1,850 315 9,443 10,273 3,200 100-120 

2005-2006f 4,040 3.01 12,180 30 15,410 2,500 380 9,725 10,510 2,400 110-130 

Corn 

2003-2004 1,226 7.82 9,587 2,063 12,761 283 2,415 8,907 disso 1,143 SY eats! 

2004-2005f 1,072 8.24 8,836 2,100 12,078 150 2,650 8,293 10,978 950 95-115 

2005-2006f 1,160 7.67 8,900 2,200 12,050 200 2,700 8,350 11,050 800 105-125 

Oats 

2003-2004 1 ers 2.34 3,691 19 4,234 1,559 156 1,548 1,875 800 136.65 

2004-2005f Be Re 2.80 3,683 20 4,503 1,500 170 1,633 2,003 1,000 110-130 

2005-2006f 1,540 PETE 3,960 15 4,975 1,800 170 1,705 2,075 1,100 110-130 

Rye 

2003-2004 147 2.22 327 1 358 50 47 193 258 50 104.44 

2004-2005f 165 ZAOS 418 2 470 80 48 245 310 80 75-95 

2005-2006f 200 Zao 430 1 511 80 48 266 331 100 75-95 

Mixed Grains 

2003-2004 135 2.84 384 0 384 0 0 384 384 0 

2004-2005f 111 2.87 318 0 318 0 0 318 318 0 

2005-2006f 140 2.79 390 0 390 0 0 390 390 0 

TOTAL COARSE GRAINS 

2003-2004 7,529 3.50 26,317 2,119 ol ey Aes 4,336 2,930 19,588 23,140 4,099 

2004-2005f 6,713 3.94 26,441 Oe 32,692 3,580 3,243 19,932 23,882 5,230 

2005-2006f 7,080 3.65 25,860 2,246 33,336 4,580 3,298 20,436 24,356 4,400 

Canola 

2003-2004 4,689 1.44 6,771 242 7,907 3,754 3,390 110 3,541 612 387.04 

2004-2005f 4,938 EST, 7,728 220 8,560 3,400 3,200 415 3,660 1,500 280-320 

2005-2006f 4,890 1.41 6,900 225 8,625 3,400 3,100 630 SAS 1,450 280-320 

Flaxseed 

2003-2004 728 1.04 754 22 905 609 n/a n/a 199 97 382.13 

2004-2005f 528 .98 sgi0 20 634 450 n/a n/a 134 50 475-575 

2005-2006f 974 1e23 1,200 20 1,270 700 n/a n/a 245 325 320-360 

Soybeans 

2003-2004 1,047 2:A7 2,268 586 2,999 905 1,500 320 1,954 140 395.04 

2004-2005f 1,178 2.59 3,048 100 3,288 850 1,500 488 2,088 350 210-250 

2005-2006f 1,199 2.50 3,000 250 3,600 900 1,750 490 2,300 350 185-225 

TOTAL OILSEEDS 

2003-2004 6,464 1252 9,794 850 11,811 5,268 n/a n/a 5,694 849 

2004-2005f 6,643 1.70 11,293 340 12,482 4,700 n/a n/a 5,882 1,900 

2005-2006f 7,063 Ney 11,100 495 13,495 5,000 n/a n/a 6,370 ZZ) 

TOTAL GRAINS AND OILSEEDS 

2003-2004 24,461 2.44 59,663 2,986 72,681 25,330 n/a n/a 36,341 11,010 

2004-2005f 23,219 2.74 63,595 Zions ale dilit, 24,180 n/a n/a 38,707 14,230 

2005-2006f 24,493 2.50 61,350 2700 78,337 26,280 n/a n/a 38,532 13,525 


(a) August - July crop year except corn and soybeans which are September - August. 

(b) Excludes imports of products. 

(c) Includes exports of products for wheat, oats, barley, and rye. Excludes exports of oilseed products. 

(d) Total = F&I + FWD + Seed Use 

(e) Industrial use excludes flaxseed due to data confidentiality. 

(f) Crop year average prices: No.1 CWRS 11.5% protein and No.1 CWAD 11.5% (CWB final price I/S St. Lawrence/Vancouver), 
Barley (No. 1 feed, WCE, cash, I/S Lethbridge), Corn (No.2 CE, cash, I/S Chatham), Oats (US No. 2 Heavy, CBoT nearby futures); 
Rye (No.2 Canada, Elevator bids at select western delivery points); Canola (No. 1 Canada, WCE, cash, I/S Vancouver); 

Flaxseed (No. 1 CW ,WCE, cash, I/S Thunder Bay); Soybeans (No. 2, I/S Chatham). 


* CWB Pool Return Outlook (PRO) - December 2004 

“ Source for Food and Industrial Use is based on data from the Canadian Oilseed Processors Association. 
f forecast - Agriculture and Agri-Food Canada - January 14, 2005 

Source: Statistics Canada, Cereals and Oilseeds Review Series, Cat. No. 22-007 
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CANADA: GRAINS AND OILSEEDS OUTLOOK 


For 2004-05, total grain and oilseed production in Canada is estimated by Statistics Canada to increase to 63.6 million tonnes (Mt) from 
59.7 Mt for 2003-04 and the 10 year average of 58.5 Mt. In western Canada, production is estimated to increase to 48.2 Mt from 44.2 Mt in 
2003-04, as a result of a sharp increase in yields despite the abnormally cold growing season. In eastern Canada, production decreased 
marginally to 15.4 Mt, as the decline in harvested area offset the increase in yields. For 2004-05, total supplies of grains and oilseeds are 
expected to rise to 77.1 Mt from 72.7 Mt in 2003-04 and compared to the record of 81.4 Mt set in 1999-00. 


January 14, 2005 


For 2004-05, total exports of grains and oilseeds are projected to decline to 24.2 Mt from 25.3 Mt for 2003-04, as expected smaller barley 
and canola exports more than offset the projected rise in wheat exports. Total domestic use of grains and oilseeds is forecast to rise to a 
record 38.8 Mt due to higher feeding and a slight rise in food and industrial use. Carry-out stocks are projected to increase sharply to 

14.2 Mt versus 11.0 Mt in 2003-04 and the record 18.5 Mt set in 1992-93. In general, the quality of the western Canadian crop is sharply 
below normal, with less than a third of the CWRS wheat falling into the top two grades, and with 66% of the canola expected to be grade 
No.1. In eastern Canada crop quality is average. For all grains and oilseeds, except flaxseed, prices are forecast to decline sharply, largely 
due to the bumper crops in the US, the expected large South American production, the appreciation of the Canadian dollar against the US 
dollar and the slow growth in world consumption. Factors to watch are: Chinese import demand, South American growing conditions, EU 
grain export policy, the US winter wheat seeded area, ocean freight rates and the Canadian/US exchange rate. 


WHEAT (ex-durum) 

For 2004-05, production is estimated at 

20.9 Mt, 8% higher than 2003-04 and the 
highest since 1999-00, due to a record 2.71 
t/ha (40 bu/ac) average yield. Supplies are 
forecast at 25.2 Mt, 8% above last year and 
close to the 10-year average. However, the 
proportion of the CWRS crop falling into the 
top grades has been significantly reduced by 
frost and moisture damage, and over a third 
of the crop is expected to be of feed quality. 
Total domestic use of wheat is projected to 
increase, due to greater use of wheat for feed. 
Total exports are forecast to increase slightly, 
with carry-out stocks expected to rise by 
12%, 4.8 Mt. It is currently assumed that 
much of the feed wheat surplus to domestic 
needs will be delivered to the Canadian 
Wheat Board (CWB) for export, although a 
portion is expected to be carried over into 
2005-06 due to extremely low feed wheat 
prices. The CWB Dec. Pool Return Outlook 
(PRO) for No.1 CWRS 11.5% protein is 
$187/t, in-store Vancouver/St. Lawrence (I/S 
VC/SL), unchanged from last month but 
down by $19/t from last year. Protein 
premiums are expected to increase, due to 
lower protein content in both the Canadian 
and US spring wheat crops, with the PRO for 
No.1 CWRS 13.5% at $202/t, $9/t below 
2003-04. 


DURUM 

Production increased by 16%, with higher 
yields offsetting a smaller area. Supplies are 
forecast to increase by 10% to 6.75 Mt, vs the 
10-year average of 6.3 Mt. However, exports 
are expected to decline slightly, due to weak 
world import demand. The percentage of the 
Canadian durum crop falling into the top 
grades is expected to be below normal, but 
supplies of high quality durum are expected 
to be adequate. Carry-out stocks are 
projected to increase by almost 30%, to 

2.3 Mt, the highest in four years. The CWB 
PRO for No.1 CWAD 11.5% protein is down 
by $3/t from Nov. at $197/t, I/S VC/SL, $27/t 
below 2003-04. The premium to No.1 
CWRS 11.5% is projected at $10/t, down 
from $18/t in 2003-04. 


BARLEY 

Production is estimated to increase by 7% due 
to higher yields, despite lower seeded area. 
Supplies are forecast to increase by 11% due 
to higher production and carry-in stocks. Feed 
use is projected to increase, due to higher 
supplies in western Canada and increased 
shipments to eastern Canada. Exports of 
malting barley are expected to drop 
significantly as lower crop quality reduces the 
selection rates, although import demand from 
China is projected to recover. Exports of feed 
barley are also expected to decrease due to 
competitions from Europe and relatively low 
overseas prices, despite increased supplies and 
low prices in Canada. Carry-out stocks are 
forecast to increase sharply. Off-Board feed 
barley prices are expected to decrease by about 
$25/t from 2003-04 to $110/t, due to increased 
domestic supplies and lower US corn prices. 
The CWB Dec. PRO for No.1 CW feed barley 
is $117/t and $110/t, /S VC/SL, for pool A 
and B, respectively, compared to $169.21/t for 
2003-04. The PRO for Special Select Two 
Row designated barley is $178/t, versus 
$200.70/t for 2003-04, due to higher supplies 
in Europe. 


OATS 

Production decreased marginally, as higher 
yields have only partially offset lower 
harvested area. Supplies are forecast to 
increase by 6% due to higher carry-in stocks. 
Exports are expected to decline slightly due to 
decreased US import demand. As a result of 
lower US corn prices, oat prices are forecast to 
fall. US oats are expected to be priced at a 
premium of 20% to corn on a per tonne basis. 


CORN 


Production fell by 8%, as lower harvested area 


more than offset higher yields. Supplies fell by 
5% despite marginally higher imports related 
to lower production in eastern Canada. The 
feed use of corn is forecast to decline by 7%, 
as feed wheat and barley replace some of the 
corn. Carry-out stocks are forecast to decline 
sharply. Chatham corn prices are forecast to 
drop to $105/t, due mainly to record US corn 
production. 


CANOLA 

Production increased by 14% from 2003-04, to 

7.7 Mt, the second highest on record. Total 
supplies are forecast to increase by only 8%, due to 
lower carry-in stocks. Domestic crush is forecast to 
decline by 6%, to 3.2 Mt, due to lower crush 
margins and competition from burdensome world 
veg-oil supplies. Exports are also forecast to 
decrease by 9%, due to lower shipments to Mexico 
and Pakistan. Carry-out stocks are forecast to rise 
sharply from 2003-04 to a burdensome 1.5 Mt. 

The average Vancouver cash price is forecast to fall 
to $280-320/t, as a result of the stronger Canadian 
dollar and lower US soyoil prices. 


FLAXSEED (excluding solin) 

Production decreased by 31%, due to lower 
harvested area and lower yields because of frost and 
the unusually cold growing seasons. Supplies are 
forecast to decrease by 30%. Exports are forecast 
to decrease to 0.45 Mt due to tight supplies. Carry- 
out stocks are expected to drop from 2003-04 to 
very tight levels. The average Thunder Bay cash 
price is forecast to rise to $475-575/t, on support 
from tight supplies. 


SOYBEANS 

Production increased by 34% from 2003-04 to a 
record high 3.05 Mt, due to an increase in harvested 
area and sharply higher yields. Supplies are 
forecast to increase to 3.3 Mt, the third highest on 
record. Food and industrial use is forecast to 
remain stable, while exports and carry-out stocks 
decrease slightly. The average Chatham price is 
forecast to decrease to $210-250/t, under pressure 
from lower US soybean prices and the stronger 
Canadian dollar. 


FURTHER INFORMATION: 

Wheat .....Glenn Lennox....(204) 983-8465 
USE 1 Be ee Re ee lennoxg@agr.gc.ca 

Coarse Grains......Joe Wang ...... 983-8461 
Bestia il ccs cccssaccesecagrsaarass wangjz@agr.ge.ca 

Oilseeds........ Chris Beckman ....... 984-4929 
Bet Rilo ccecsncas ceecoaneseass beckmac@agr.gc.ca 

Fred Oleson, Chief ...............ccseeees 983-0807 
BesM0 Ail i ocsecncassedeneenatensaae olesonf@agr.gc.ca 


www.agr.gce.ca/mad-dam/ 
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stable and carry-out stocks are expected 
to remain low. The average price, over all 
types, grades and sizes, is forecast to 
rise, assuming a higher normal quality. 


MUSTARD SEED 


World mustard seed trade is dominated 
by Canada. Canadian seeded area is 
forecast to decrease by 25% because of 
burdensome carry-in stocks. Production 
is forecast to decrease by 39% to 
185,000 t, because of the lower seeded 
area and lower trend yields, but supply is 
forecast to decrease by only 14%, due to 


higher carry-in stocks. Exports are 
expected to increase and carry-out stocks 
are forecast to decrease, with an s/u ratio 
of 38%. The average price, over all types 
and grades, is forecast to increase due to 
the lower supply. 


CANARY SEED 


World canary seed production is 
expected to decrease by 22% to 
265,000 t, mainly because of lower 
production in Canada, but supply is 
expected to increase marginally to 
415,000 t, due to higher carry-in stocks. 


WORLD: DRY PEAS SUPPLY AND DISPOSITION 


2001 2002 

crop year -2002 -2003 
Harvested Area (kha) 6,350 6,290 
Yield (t/ha) 1.66 1.59 


Carry-in Stocks 
Production 
Total Supply 


Total Use 
Carry-out Stocks 


11,040 
10,540 
500 


2001 
-2002 


3,955 
0.79 


crop year 


Harvested Area (kha) 
Yield (t/ha) 


Carry-in Stocks 
Production 
Total Supply 


Total Use 
Carry-out Stocks 


crop year 


Harvested Area (kha) 
Yield (t/ha) 


Carry-in Stocks 
Production 
Total Supply 


Total Use 
Carry-out Stocks 


f: forecast, AAFC, January 2005 


10,020 
10,520 


10,020 


500 


2002 
-2003 


3,695 
0.82 


3,405 
3,305 


100 


2003 2004 2005 
-2004 -2005f -2006f 
6,510 6,760 6,800 

1.56 1.80 Lee 


500 
10,170 
10,670 


10,270 
400 


12,560 
11,360 
1,200 


2003 
-2004 


3,735 
0.82 


2004 
-2005f 


4,075 
0.93 


100 
3,065 
3,165 


3,065 
100 


2003 
-2004 


695 
1.95 


2004 
-2005f 


602 


330 
1,357 
1,687 


1,387 
300 


Source: FAO, USDA, UNIP, Pulse Australia, Statistics Canada, AAFC 


Canadian seeded area is forecast to 
decrease by 25% because of 
burdensome carry-in stocks. Production 
is forecast to fall by 18% to 245,000 t, as 
the decrease in seeded area is partly 
offset by lower abandonment. Supply is 
forecast to increase slightly due to higher 
carry-in stocks. Exports are expected to 
increase and carry-out stocks are 
forecast to increase, with an s/u ratio of 
64%. The average price is forecast to 
remain stable, in line with the relatively 
stable supply. 


SUNFLOWER SEED 


World sunflower production and supply 
are forecast to increase slightly to 25.7 Mt 
and 26.9 Mt, respectively. US production 
is expected to increase by 40% to 1.3 Mt 
and supply is forecast to increase by 26% 
to 1.37 Mt. 


Canadian seeded area is forecast to 
increase by 15%. Although potential 
returns are better than for most other 
crops, many producers are expected to 
be discouraged by the poor crop in 2004- 
2005. Production is forecast to nearly 
triple to 140,000 t, due to the higher 
seeded area and a return to normal 
abandonment and higher trend yields. 
Supply is forecast to increase by only 
54% due to lower carry-in stocks. 
Exports and domestic use are expected 
to increase. Carry-out stocks are 
expected to rise slightly, with a s/u of 7%. 
The average price, over both types and 
all grades, is forecast to decrease due to 
the higher supply in US and Canada. 


BUCKWHEAT 


Canadian production and supply are 
forecast to increase, but remain small, 
with a stable seeded area, lower 
abandonment and higher trend yields. 
World supply is expected to decrease by 
5% to 2.8 Mt. The average price, over all 
grades and markets, is forecast to be the 
same as in 2004-2005 as support for 
lower world supply is offset by higher 
Canadian supply. 


For more information, 
please contact: 


Stan Skrypetz 
Pulse and Special Crops Analyst 
Phone: (204) 983-8972 
E-mail: skrypetzs@agr.gc.ca 


Canada 
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WORLD AND CANADIAN OUTLOOK FOR 
PULSE AND SPECIAL CROPS IN 2005-2006 


For 2005-2006, total area seeded to pulse and special crops in Canada is forecast to decrease by 5%, from 2004- 
2005, as increases for dry beans, sunflower seed and chickpeas are more than offset by decreases for mustard seed, 
lentils and canary seed. Seeded areas for dry peas and buckwheat are expected to be similar to 2004-2005. It is 
assumed that precipitation will be normal for the winter, spring and summer. Trend yields are assumed for both 
western and eastern Canada, as soil moisture reserves are generally good. It has been assumed that the 
abandonment rate and average quality will be normal. 


Total production in Canada is forecast to decrease by 10%, from 2004-2005, to 4.69 Mt. Total supply is expected 
to increase by 2% to 5.95 Mt due to higher carry-in stocks. Exports and domestic use are forecast to increase due 
to the higher supply and stronger demand. Carry-out stocks are expected to decrease. Average prices, over all 
types, grades and markets, are forecast to increase for lentils, chickpeas and mustard seed, decrease for dry beans 
and sunflower seed, and be the same for dry peas, canary seed and buckwheat. However, prices are expected to be 
very sensitive to any production problems. The main factor to watch will be precipitation during the spring and 
summer in Canada. Other factors to watch are the exchange rates of the Canadian dollar against the US dollar 
and other currencies, ocean shipping rates and growing conditions in major producing regions, especially United 
States, European Union, Australia, Turkey, India and Mexico. 


ee eee eee eee 


DRY PEAS 


World production is forecast to decrease 
by 4%, from 2004-2005, to 11.7 Mt, but 

supply is expected to increase by 3% to 
12.9 Mt. 


Canadian seeded area is forecast to be 
similar to 2004-2005. Although potential 
returns for dry peas are as good as, or 
better than for most alternative crops, 
higher carry-in stocks are expected to 
discourage increased area. Production is 
forecast to decrease by 14% to 2.88 Mt 
due to lower trend yields, but supply is 
expected to rise slightly due to higher 
carry-in stocks. Exports and domestic 
use are forecast to increase due to 
expected stronger demand. Carry-out 
stocks are forecast to decrease, with a 
stocks-to-use ratio (s/u) of 20%. 


The pressure from higher supply is 
expected to be offset by stronger 
demand. Therefore, the average price of 
dry peas, over all grades, types and 
markets, is forecast to be the same as in 
2004-2005. 


LENTILS 
World production is forecast to decrease 


by 8% to 3.5 Mt, but supply is expected to 
remain stable at 3.9 Mt. 


Canadian seeded area is forecast to 
decrease by 5%, because of sharply 
higher carry-in stocks. Production is 
forecast to decrease by 13% to 840,000 t, 
due to the decrease in seeded area and 
lower trend yields. Supply is expected to 
remain stable as higher carry-in stocks 
offset the decrease in production. 
Exports are forecast to increase due to 
higher demand, but carry-out stocks are 
also expected to increase, with an s/u of 
23%. The average price of lentils over all 
grades and types is forecast to increase, 
as pressure from higher world supply is 
more than offset by a return to higher 
normal quality. 


DRY BEANS 


World production is forecast to increase 
slightly, but total supply is expected to 
decrease slightly. However, world 
production includes many classes of dry 
beans, most of which do not have any 
influence on prices of the classes of dry 
beans produced in Canada. The most 
important influence on Canadian dry 
bean prices is US production, which is 
expected to increase by 47% to 1.15 Mt 
because of higher seeded area and 
higher yields. However, US supply is 
expected to increase by only 16% to 
1.22 Mt, due to lower carry-in stocks. 


Although prices for most classes of dry 
beans are attractive, Canadian seeded 
area is forecast to increase by only 15% 
due to limited seed supply and the 
discouragement of some producers in 
Manitoba because of the poor crop in 
2004-2005. Production is forecast to 
increase by 55% to 340,000 t due to the 
higher seeded area, lower abandonment 
and higher yields, but supply is forecast 
to increase by only 33% due to lower 
carry-in stocks. Exports are expected to 
increase due to the higher supply. Carry- 
out stocks are forecast to increase 
slightly, with an s/u of 6%. The average 
price, over all classes and grades, is 
forecast to decrease because of the 
higher supply. 


CHICKPEAS 


World production is forecast to increase 
by 3% to 8.25 Mt, but supply is expected 
to decrease marginally to 8.35 Mt. 


Canadian seeded area is forecast to 
increase by 15%, as prices for the kabuli 
type are attractive. Production is forecast 
to increase by 18% to 60,000 t, because 
of the higher seeded area and lower 
abandonment, but supply is expected to 
decrease slightly due to lower carry-in 
stocks. Exports are forecast to remain 
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World wheat and oilseed prices are expected to decrease in 2005-2006 due to increased supplies, relative to demand, in the 
world and the United States (US). However, world coarse grain prices are expected to increase, largely due to lower 
production in the US. For most of the major crops, domestic support programs in the US and the European Union (EU) are 
expected to continue to encourage production, which will pressure prices. 


In western Canada, the area seeded to all wheat is expected to increase slightly as higher area seeded to spring wheat more- 
than offsets lower winter wheat area. The area seeded to coarse grains is expected to decrease slightly as lower barley and rye 
area more-than offsets higher oats area. The area seeded to oilseeds is expected to decrease marginally as lower canola area 
more-than offsets higher area seeded to flaxseed. Summerfallow area is expected to continue to decrease. In eastern Canada, 
marginal increases in the area seeded to corn and soybeans are expected to more-than offset lower area seeded to wheat. 


Total Canadian production of grains and oilseeds is expected to decrease from about 64 million tonnes (Mt) to 61 Mt, largely 
due to lower expected yields in western Canada. Total exports of grains and oilseeds are projected to increase. Prices for 
wheat, durum and soybeans are expected to decrease, partly due to appreciation of the Canadian dollar relative to the US 
dollar, while coarse grain prices are generally expected to increase slightly. 


The market outlook is tentative due to the high degree of uncertainty regarding global supply and demand conditions. 
Normal weather patterns have been assumed. Unusual weather conditions in any of the major importing or exporting 
countries could significantly alter the outlook. Exchange rates and ocean freight rates will be factors to watch in 2005-2006. 


WHEAT 


World wheat (including durum) area 
harvested for 2005-2006 is forecast by 
Agriculture and Agri-Food Canada 
(AAFC) to be relatively unchanged at 217 
million hectares (Mha), close to the 
5-year average, with a higher area in 
Canada, Australia, Ukraine and Iran 
offset by reduced area in the EU-25, 
Pakistan and India. Assuming normal 
growing conditions and average yields, 
production is forecast to decline by 8 Mt 
from the record 621 Mt produced in 
2004-2005, to 613 Mt, largely due to 
lower yields in the EU-25 and Canada, 
from the above-normal crops of 2004- 
2005. Supplies will increase slightly, with 
higher carry-in stocks more than 
offsetting the lower production. 


World wheat consumption is projected to 
decrease slightly from 2004-2005, mainly 
due to reduced feed use. Human food 
use of wheat is expected to be slightly 
above the 5-year average at 495 Mt, 


while the use of wheat for animal feed is 
expected to decline by 2%, to about 
107 Mt, due to reduced production of 


lower-quality wheat. World trade is 8 


expected to decrease marginally, to 

105 Mt, versus the 5-year average of 
109 Mt. Increased imports by China are 
expected to be offset by reduced imports 
in a number of other importing countries. 
World carry-out stocks are projected to 
increase by 7%, to 156 Mt, but remain 
well below the 5-year average of 183 Mt. 
Major exporter stocks, however, are 
forecast to rise by 8%, to 52 Mt, the 
highest since 2001-2002. 


US winter wheat seeded area has 
decreased by 4% for 2005-2006, to 

16.8 Mha, with most of the decline in soft 
red winter (SRW) wheat, due to wet 
seeding conditions that prevented all 
area from being planted. SRW wheat 
area is down by 19%, while hard red 
winter (HRW) is down by 1%, with soft 
white winter wheat 4% higher than last 
year. The seeded area of spring wheat 


is forecast by AAFC to rise marginally, 
while durum area is expected to decline 
by 3%. Program payments under the 
Farm Security and Rural Investment 

Act (FSRIA) are expected to support 
higher area. Assuming normal 
abandonment, harvested area of all 
wheat is forecast to decrease by 2%, to 
19.9 Mha. Production is forecast by 
AAFC to decrease marginally, to 58 Mt 
{about 2.13 billion bushels (Gbu)}, 
assuming a trend yield of 43 bushels per 
acre (bu/ac). The SRW and HRW wheat 
crops are currently in above average 
condition, and above-trend yields are a 
possibility. Total wheat supplies are 
expected to increase marginally due to 
higher carry-in stocks. 


EU-25 wheat production is forecast to fall 
by 5% from the record 2004-2005 crop, 
to 129 Mt, but remain well above the 
5-year average of 121 Mt. Carry-in 
stocks are forecast to more than double, 
to 19.3 Mt. Exports are forecast to 
increase slightly, due to reduced export 


Canada 


competition, particularly from US SRW 
wheat, and the reintroduction of export 
subsidies. EU wheat carry-out stocks 
are expected to increase by 9%, to 

21 Mt, the highest since the early 1990s. 


DURUM 


World 

Durum production is forecast to decline 
by 8%, to 37 Mt, with decreased 
production in all major exporting 
countries, particularly Canada and the 
EU-25. Changes to durum payments 
under the new EU Common Agriculture 
Policy are expected to discourage durum 
production. Production in North Africa, 
the major durum importing region, is 
expected to decline by about 1 Mt, 
although that crop is currently in very 
good condition. The decreased 
production will be partly offset by higher 
major-exporter carry-in stocks, and world 
supplies (including major-exporter stocks 
only) are expected to be down by 4% at 
41 Mt. Trade is forecast to increase by 
10%, to 6.8 Mt, assuming a return to 
lower normal yields and increased import 
demand from North Africa, the major 
durum importing region. Carry-out 
stocks in the major exporting countries 
are forecast to fall by 14%, to 3.8 Mt. 


PRICES: WHEAT AND DURUM 


Although world wheat stocks are 
expected to rise only slightly, stocks in 
the five major wheat exporting countries, 
Canada, the US, the EU, Australia and 
Argentina, are forecast to increase by 8% 
by the end of 2005-2006. EU carry-out 
stocks are expected to rise by 9% to 

21 Mt. US stocks are forecast to 
increase by 7% to about 17 Mt, and the 
US stock-to-use ratio will rise to 29%, 
from 27% in 2004-2005. As a result, 
world wheat prices are expected to 
decline in 2005-2006. 


US Hard Winter Ordinary (HWO) wheat 
prices, free on board (FOB) US Gulf, are 
forecast to decline to about US$140-150 
per tonne (/t) for 2005-2006 (for the 
Canadian August-July crop year), 
compared to an estimated US$150-160/t 
for 2004-2005, and US$161/t in 2003- 
2004. The price for US Dark Northern 
Spring wheat with 14% protein (DNS 14), 
FOB Pacific Northwest, is forecast at 
US$160-170/t, down by about US$10/t 
from 2004-2005. Premiums for spring 
wheat on the Minneapolis Grain 
Exchange versus HRW wheat on the 
Kansas City Board of Trade are forecast 
to be similar to 2004-2005, with a 
decrease in US and Canadian spring 
wheat production offset by improved 
quality in the Canadian CWRS crop. 
Protein premiums are expected to 
decline, assuming a return to normal 
protein levels in the US and Canadian 
spring wheat crops from the below- 
normal levels of 2004-2005. High protein 
Canada Western Red Spring (CWRS) 
wheat is generally priced competitively 
with US DNS 14 wheat, while lower 
protein CWRS and Canada Prairie 
Spring (CPS) wheat are usually priced 
competitively with US HWO. 


World durum prices are expected to 
decline only slightly in 2005-2006, with 
the premium to common wheat rising due 
to lower stocks in the major exporting 
countries. Supplies in the major 
exporting countries are expected to fall 
by 6%, to 20 Mt, versus the 5-year 
average of 19 Mt. World import demand 
is expected to increase, assuming 
decreased production in North Africa and 
the EU. The US No.3 Hard Amber 
Durum (HAD) price, FOB Gulf, is forecast 
at US$180-190/t (August-July), versus 
US$185-195/t in 2004-2005. 


Export subsidies may become a factor in 
the world wheat market in 2005-2006. 
The US is expected to only use credit 
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and food aid programs to stimulate 
exports, with loan deficiency payments 
(LDP) used to support farm prices. 
However, due to rising stocks, the EU is 
expected to reintroduce export subsidies. 
The value of the euro against the US 
dollar and crop conditions in the spring of 
2005 will be major factors in determining 
the need for export subsidies. 


Continuing high ocean freight rates will 
tend to dampen demand in importing 
countries, and give an advantage to 
exporters located closer to the major 
import markets. 


CANADA 


Non-durum wheat seeded area is 
expected to increase by 4% in 2005, due 
to relatively better expected wheat prices 
and low stocks compared to canola. 
Production is forecast to decrease by 
5%, however, to 19.9 Mt, assuming a 
return to a lower trend yield of 36 bu/ac. 
The smaller production will be partly 
offset by higher carry-in stocks, and 
supplies are forecast to be down only 
2%,. Domestic use is projected to 
decrease by over 10%, due to less feed 
use, assuming a return to a normal 
quality in the 2005 crop. Exports are 
forecast to increase by 6%, to 13.3 Mt, 
due to increased supplies of good quality 
CWRS wheat. Carry-out stocks are 
projected to decline by 6% to 4.5 Mt. 


Durum seeded area is projected to be 
relatively unchanged, as large stocks and 
poor delivery opportunities offset the 
somewhat more attractive expected price 
compared to CWRS wheat. Assuming 
lower yields, production is forecast to fall 
by 10%, to 4.5 Mt. This will be more than 
offset by higher carry-in stocks, and 
supplies are forecast to rise marginally, 
to 6.8 Mt, the highest since 2000-2001. 
Exports are projected to rise by 3%, to 
3.4 Mt, due to slightly stronger world 
import demand. Carry-out stocks are 
forecast to rise by a further 9%, to 2.5 Mt. 


Canadian Wheat Board pool returns are 
forecast to decline due to the lower world 
prices and an expected appreciation of 
the Canadian dollar. Returns for No.1 
CWRS wheat with 11.5% protein are 
forecast to decline by 9% from 2004- 
2005, to $170/t in-store Vancouver or St. 
Lawrence. Due to lower expected 
protein premiums, pool returns for No.1 
CWRS 13.5% are expected to fall by 
11%, to $180/t. Durum pool returns are 
projected to decline only slightly, with 
No.1 CWAD 11.5% at $195/t, $2/t lower 
than in 2004-2005, and with the premium 
over No.1 CWRS 11.5% rising to $27/t, 
from $10/t in 2004-2005. 


Ontario winter wheat seeded area has 
declined by 5%, to 0.3 Mha, due to lower 
wheat prices and a late soybean harvest. 
Production is forecast by AAFC to 
decline by 5%, to 1.4 Mt, with exports 
down marginally at 0.5 Mt in 2005-2006. 


For more information please contact: 


Glenn Lennox 
Wheat Analyst 
Phone: (204) 983-8465 
E-mail: lennoxg@agr.gc.ca 


COARSE GRAINS 


World coarse grains production in 2005- 
2006 is forecast to decrease by 2% from 
2004-2005 due to lower corn production 
in the US, decreased barley production in 
the EU-25 and less coarse grains 
production in Ukraine, although 
production is expected to increase in 
China and Australia. Supply is projected 
to increase marginally as lower 
production is more than offset by higher 
carry-in stocks. World consumption is 
forecast to continue the upward trend, 
driven by strong demand for animal feed 
and industrial use. World trade is 


expected to increase marginally due to 
higher import demand from the 
developing economies and the EU, and 
more adequate export supplies in 
Australia and Canada. 


Corn 

For US corn, area seeded is expected to 
increase from 81 million acres (Mac) in 
2004-2005 to 82 Mac because of higher 
expected returns from corn, compared to 
other crops. Average yields are 
projected to return to trend level of 145 
bu/ac, from the new record of 160 bu/ac 
set in 2004-2005. Production is, 
therefore, forecast to decrease by 8% to 
10.8 Gbu. Total supplies are expected to 
increase slightly due to higher carry-in 
stocks. Domestic use is forecast to 
decline marginally, as decreased 
demand for animal feed more than 
offsets increased use in ethanol 
production. Exports are forecast to 
decrease slightly, to 1.90 Gbu, from 

1.95 Gbu estimated for 2004-2005, due 
mainly to stronger competition from other 
major exporters, including China, in 
Asian markets. Carry-out stocks are 
expected to decline slightly to 1.93 Gbu. 
Program payments under the FSRIA are 
expected to continue to support corn 


production, although farm prices are 
forecast at US$2.00/bu, above the loan 
rate of US$1.95/bu. 


In China, corn production is forecast to 
continue to increase from 2004-2005. 
High productivity and strong domestic 
prices have been boosting returns from 
corn and drawing more area seeded to 
corn, at the expense of wheat and other 
crops. Total supplies are expected to 
continue the downward trend, but ata 
slower pace. Domestic use is forecast to 
increase further as a result of increasing 
demand for hog and poultry feed and the 
ethanol production in Northeast and 
Northern China. More adequate 
domestic supplies and higher expected 
export prices are expected to encourage 
China’s corn export programs, which are 
solely implemented by COFCO and Jilin 
Grain Group. Corn exports are therefore 
projected to increase from 4.1 Mt in 
2004-2005 to 4.5 Mt, but still significantly 
lower than the record of 15.3 Mt set in 
2002-03. The major markets for China 
are concentrated in the neighbouring 
Asian countries, especially South Korea. 
Meanwhile, China is likely to increase its 
corn imports from 0.2 Mt in 2004-2005. It 
makes more sense to source corn from 
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overseas to serve the fast growing 
Southern and Eastern China markets, 
given the tightening rail car supplies and 
skyrocketing freight rates. Carry-out 
stocks are forecast to continue to 
decline, but at a slower pace. 


Barley 

World barley production is expected to 
decrease from 151 Mt in 2004-2005 to 
145 Mt, as lower production in Europe 
and North America more than offsets 
higher production in Australia. After two 
consecutive years of good harvesting, 
barley production in North Africa is 
expected to decrease. World barley 
supplies are projected to remain virtually 
unchanged from 2004-2005 at 172 Mt, as 
larger carry-in stocks offset lower 
production. However, world trade is 
forecast to decrease slightly due mainly 
to reduced exportable supplies in 
Europe. Strong import demand for feed 
barley in the Middle East and North 
Africa and higher import demand for 
malting barley in China and, to a lesser 
degree, in the US are expected to drive 
world barley prices up. Government 
water conservative programs in Saudi 
Arabia are expected to reduce irrigation 
of locally grown forage crops. This could 
have the potential of raising Saudi’s 
barley imports further. World carry-out 
stocks are expected to drop by 1 Mt from 
2004-2005. 


In Europe, barley production in the EU- 
25 is expected to decrease by 9% to 

56 Mt due to a return of yields from 2004- 
2005's record high to a more normal 
level and decreased area seeded to 
barley. Barley production in the FSU and 
eastern Europe is forecast to drop 
slightly, from 37.2 Mt in 2004-2005 to 
35.5 Mt. Lower production in Europe is 
expected to more than offset higher 
Carry-in stocks of 13.2 Mt for 2005-2006 
versus 8.3 Mt for 2004-2005. As a result, 
barley supplies in Europe are forecast to 
decrease. Demand in Europe is 
expected to remain at levels close to 
2004-2005. In world feed barley market, 
the EU-25 and, to a lesser degree, the 
Black Sea countries are expected to face 
intensive competition in the Middle East 
and North African markets and exports 
from the EU are forecast to decrease. In 
the malting barley market, the EU’s 
export share is expected to drop 
significantly, as the size and quality of 
the malting barley crop in Australia and 
Canada return to more normal levels. 

EU export subsidies for barley are 
expected to play a more important role 
for EU to compete with other exporters, 
especially Ukraine and Russia. 


In Australia, barley production is 
expected to increase to 8 Mt from 6.2 Mt 
estimated by the Australian Bureau of 


Agricultural and Resource Economics for 
the drought-affected 2004-2005. With 
steady growth in domestic demand for 
animal feed and industrial use, barley 
exports from Australia are projected to 
recover partially from 2004-2005, to 

4.5 Mt, in comparison to 3.2 Mt estimated 
for 2004-2005 and the five year average 
of 3.9 Mt. Increased exportable supplies 
in Australia are expected to depress 
world barley prices in 2005-2006. 


PRICES 


The average farm price for US corn is 
forecast to increase to about 
US$2.00/bu, compared to the current 
United States Department of Agriculture 
forecast of US$1.95/bu for 2004-2005. 
The nearby Chicago futures price is 
expected to increase to US$2.20/bu from 
US$2.15/bu expected for 2004-2005. 
This will cause US Gulf and Pacific 
Northwest (PNW) corn prices to increase 
and will support international coarse 
grain prices in general. The average 
LDP to-date on corn for 2004-2005 has 
increased to US$0.29/bu on nearly 50% 
of the crop from US$0.05/bu on 8.6% of 
the crop for 2004-2005. For 2005-2006, 
LDPs are expected to be lower than in 
2004-2005, but remain high, historically. 
The average US PNW feed barley price 
is forecast to increase to US$120/t from 
US$115/t forecast for 2004-2005. EU 
barley prices are expected to rise to 
US$135/t from US$130/t estimated for 
2004-2005, as decreased production in 
both the EU-25 and the Black Sea 
countries puts less pressure on prices in 
Europe. Prices in Australia are forecast 
to decrease from 2004-2005 as a result 
of higher production. 


CANADA 


Area harvested for coarse grains is 
expected to increase by 5% from 2004- 
2005 as abandonment rates decrease to 
more normal levels despite lower seeded 


4 
area. Production is forecast to 
decrease by about 2% to 25.9 Mt due to 
lower yields, while total supplies are 
expected to increase by 2% as a result of 
significantly higher carry-in stocks. 
Domestic consumption is projected to 
rise by 2% due mainly to higher feed use 
for coarse grains, in replacement of 
wheat. Exports are forecast to increase 
significantly as a result of stronger import 
demand and improvement in crop quality. 
Carry-out stocks are expected to decline 
sharply, from 5.2 Mt in 2004-2005 to 
4.4 Mt. 


For barley, Canadian production is 
forecast to decrease by 8% from 2004- 
2005. Farmers are expected to reduce 
area seeded to barley by 4% due to large 
carry-in stocks and low expected prices, 
relative to other grains and oil seeds. 
Average yields are expected to decrease 
from 3.3 t/ha to about 3.0 t/ha. Supplies 
are projected to increase from 2004-2005 
to 15.4 Mt, as large carry-in stocks more 
than offset lower production. Domestic 
use of feed barley, mainly in western 
Canada, is expected to rise from 2004- 
2005 due to increased supplies of barley 
and less availability of feed wheat. 
Imports of US corn, mainly destined for 
eastern Canada, are forecast to increase 
slightly from 2004-2005, but still 
significantly lower than the average for 
the last five years. Exports of feed barley 
are projected to remain low, due to 
stronger domestic demand, lower 
overseas prices and more competition in 
major importing markets. The quality of 
the 2004-2005 barley crops Is much 
below normal and the selection rate for 
malting barley is estimated to have 
dropped sharply, due to sprout and frost 
damage and high screenings. Exports of 
malting barley for 2005-2006 are 
expected to increase to 1.1 Mt from an 
estimated 0.6 Mt in 2004-2005. Import 
demand is expected to improve in the US 
for six-row designated barley and remain 
strong in China for two-row varieties. 


CANADA: BARLEY AND CORN PRICES 
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Carry-out stocks are expected to fall to 
2.4 Mt, from 3.2 Mt in 2004-2005. 


Off-Board feed barley prices are forecast 
to average $120/t (I/S Lethbridge), $10/t 
higher than for 2004-2005, as a result of 
stronger domestic demand for feed and 
larger barley exports. Higher US farm 
prices for corn are also expected to 
support feed barley prices in western 
Canada. For Pool A, the 2005-2006 
CWB final pool return for No.1 CW feed 
barley is forecast by AAFC at $125/t, 
compared to the Dec. 2004 PRO of 
$117/t I/S VC/SL for 2004-2005. The 
pool return for Special Select Two-Row 
designated barley is forecast to increase 
to $185/t from $178/t for 2004-2005. The 
pool return for Special Select Six-Row 
designated barley is projected to 
increase to $172/t from $162/t for 2004- 
2005. The discount for six-row malting 
barley over two-row is expected to be 
lower than in 2004-2005 as two-row 
prices are pressured more by overseas 
competition than six-row prices by 
competition in North America. 


For oats, Canadian production is 
forecast to increase by 7% from 2004- 
2005, to 4.0 Mt. Exports are forecast to 
increase as a result of higher exportable 
supplies, more normal crop quality in 
Canada and stronger import demand 
from the US. Carry-out stocks are 
projected to increase from 2004-2005 
and remain high historically. The 
average oat price in western Canada is 
expected to remain unchanged from 
2004-2005 at $130/t. US production is 
expected to decline slightly from 2004- 
2005, consistent with the long-term trend. 
However, total US supplies are projected 
to decrease by 8% from 2004-2005 as a 
result of lower carry-in stocks and a 
smaller crop. Production in the EU is 
forecast to increase slightly from 2004- 
2005. Export subsidies could be higher 
than in 2004-2005, due to a larger oat 
crop in both Canada and Scandinavia, a 
strong Euro and high ocean freight rates. 
Chicago futures prices are expected to 
increase marginally from 2004-2005 to 
US$1.60/bu in 2005-2006, suggesting an 
average on-farm price of about $120/t in 
Manitoba and $105/t in Saskatchewan. 
Oats are expected to be priced 
competitively with US corn and the 
spread between CBoT corn and oats, on 
a per tonne basis, is forecast at US$20/t, 
in favour of oats. 


For corn, Canadian production is 
forecast to be marginally higher than 
2004-2005. Area seeded to corn is 
projected virtually unchanged from 2004- 
2005. However, harvested area is 
expected to increase by 8%, based on 
trend retention rates. Yields are 
expected to decrease by 7%, from 131 


bu/ac in 2004-2005 to 122bu/ac. Total 
supplies are forecast to decrease slightly, 
due to lower carry-in stocks. Corn 
imports from the US are forecast to 
increase from 2.1 Mt estimated for 2004- 
2005 to 2.2 Mt, with 1.75 Mt for eastern 
Canada and 0.45 Mt for western Canada. 
Domestic use is expected to increase 
marginally from 2004-2005. The 
Chatham elevator corn price is forecast 
to average $115/t, $10 higher than 
estimated for 2004-2005, due to higher 
US prices, despite a stronger Canadian 
dollar. The Chatham-Chicago basis is 
forecast to strengthen from 2004-2005 
when the spread has been pressured by 
record US production. 


For rye, production is forecast to 
increase by 3% from 2004-2005 to 

0.43 Mt. Although area seeded to rye is 
expected to decrease sharply, area 
harvested for grain is projected to 
increase significantly. Yields are 
expected to drop from 40bu/ac to trend 
level of 34bu/ac. Feed use is forecast to 
increase, due to increased supplies, 
while industrial use and exports are 
forecast to remain unchanged from 2004- 
2005. The on-farm price for rye is 
forecast at $75-95/t across the Prairies, 
similar to 2004-2005, based on the 
general trend for coarse grain prices in 
Canada. Rye is usually priced 
competitively with barley based on its 
feed value; however, some premiums are 
expected to be offered for rye in 
Manitoba, and perhaps Alberta, to attract 
quality supplies for the food market. 


For more information please contact: 


Joe Wang 
Coarse Grains Analyst 
Phone: (204) 983-8461 
E-mail: wangjz@agr.gc.ca 


World production of the eight major 
oilseeds is forecast to increase slightly 
from 2004-2005 to a record 394 Mt in 
2005-2006. This is due largely to higher 
soybean plantings in South America, and 
a continuation of high supplies in the US. 
Oilseed use is forecast at a record 

389 Mt, on support from increased vegoil 
and protein meal consumption in China 
and India. Trade is expected to rise to 
77 Mt, with forecast carry-out stocks at 
71 Mt, up from 66 Mt in 2004-2005. 


World demand for oilseeds and oilseed 
products is expected to continue growing 
and in the process setting new records 
on support from increased world demand 
for protein and fats. Vegetable 

oils (vegoils) are the major source of 
dietary fats for humans with worldwide 


S 


per capita consumption expected to be 
about 20 kilograms per year. 


World soybean production is forecast to 
increase marginally to 232 Mt from the 
231 Mt expected for 2004-2005. 

World soybean crush is forecast at a 
record 185 Mt, as China and Brazil 
continue to expand processing capacity. 
China’s soybean crush, forecast at 30 Mt 
for 2005-2006, has increased sharply 
during the past five years but future 
expansion is expected to slow down due 
to pressured crush margins. World 
soybean carry-out stocks are forecast to 
decrease slightly to 58 Mt. 


In the US, soybean production is 
expected to fall to about 3 Gbu, as yields 
return to normal, although the impact of 
the recently discovered Asian Rust 
Fungus remains unknown. Seeded area 
is expected to be marginally lower, due 
to low market prices compared to corn 
and wheat, uncertainty over disease and 
burdensome carry-in stocks. As a result, 
US soybean supplies are expected to 
increase, which will pressure world 
prices. US soybean exports are expected 
to increase marginally due to high 
supplies and the weak US dollar. 


In South America, Brazil, Argentina and 
Paraguay are expected to continue to 
increase the area seeded to soybeans, 
which will be harvested from March to 
May, slightly ahead of the North 
American seeding period. The combined 
soybean production of Brazil and 
Argentina is expected to be about 35% 
above that of the US. 


Chinese import demand is expected to 
rise marginally to about 23 Mt. 
Concurrently, continued high ocean 
freight rates are expected to pressure 
South American exports of soybeans due 
to its greater distance from the European 
and Asian markets. 


World canola/rapeseed production is 
forecast to decrease by 5%, to 41 Mt due 
to an expected decrease in area in 
Canada and Australia as a result of lower 
returns per hectare compared to wheat 
or special crops. World trade is expected 
to remain unchanged at about 6 Mt 
largely due to slightly higher Canadian 
exports. Total world canola/rapeseed 
crush is forecast to rise to 40 Mt in 2005- 
2006 despite weaker than normal crush 
margins. Carry-out stocks are expected 
to fall marginally to 2.5 Mt. 


World flaxseed production is forecast to 
increase, largely due to higher production 
in Canada, which is the largest producer 
and exporter of flaxseed. Area seeded 
is forecast to increase significantly in 
Canada, in response to sharply higher 
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prices in 2004-2005, and average yields 
are expected to increase, assuming 
normal growing conditions in 2005-2006. 


PROTEIN MEAL AND EDIBLE OIL 


Soymeal production, which represents 
70% of world protein meal production, is 
forecast to increase to 144 Mt from 

142 Mt in 2004-2005, due to higher crush 
in the US, Brazil, Argentina and China. 
Demand for soymeal is expected to 
increase on support from the ongoing 
ban on animal meal in US livestock 
rations, the growth in Asian industrial 
livestock and aquaculture production, the 
devaluation of the US dollar against the 
Euro and possibly the Chinese renminbi. 
However, soymeal prices are expected to 
decline slightly from the already low 
2004-2005 level. 


Edible oil production is forecast to 
increase to 108 Mt from 106 Mt in 2004- 
2005, due to slightly higher palm oil 
production and increased soybean and 
canola/rapeseed crushing. Demand for 
edible oils is expected to remain strong, 
particularly in China and India. Chinese 
demand for vegoils is forecast to grow 
slightly and will be met through increased 
crush and increased oilseed, palm oil, 
soyoil and canola/rape oil imports. 


Palm oil production in Malaysia is 
expected to grow at a moderate pace 
due to the maturation of the palm oil 
trees and a slowdown in the planting and 
replanting of palm trees, which will be 
supportive for vegoil prices. 


US PRICES 


The US on-farm price of soybeans is 
forecast to fall to US$4.85/bu from 


US$5.10/bu for 2004-2005, due to the 
expected growth in US supplies and 
record high South American production. 
Soymeal prices are forecast to increase, 
although still remaining weak, to 
US$175/short ton (st) from US$158/st in 
2004-2005. World vegoil prices are 
expected to remain weak. The US soyoil 
price is forecast to average US$0.22 per 
pound (/Ib) vs. US$0.225/Ib for 2004- 
2005. For 2005-2006, US program 
payouts are expected to increase as 
prices remain below the US$5.80/bu 
target price and US$5.00/bu loan rate. 


CANADA 


For canola, seeded area is forecast to 
decrease by 1% to 5.0 Mha due to low 
prices relative to wheat. Production is 
forecast to decline to 6.9 Mt from 7.7 Mt 
in 2004-2005. Supplies are projected to 
rise slightly, as the second largest carry- 
in on record more than offsets the lower 
production. Domestic crush is forecast to 
decrease slightly while exports are 
expected to be unchanged due to 
competition from burdensome world 
supplies. Carry-out stocks are expected 
to decrease marginally to 1.45 Mt, while 
prices are forecast to remain unchanged 
at $300/t. 


For flaxseed, seeded area is forecast to 
increase by 37% due to high prices in 
2004-2005. As a result of higher yields, 
production is forecast to increase 
significantly to 1.2 Mt from 0.5 Mt in 
2004-2005. Supplies are projected to 
rise to 1.3 Mt. Exports are expected to 
rise to 0.7 Mt, while total domestic use 
increases. Carry-out stocks are 
expected to rise sharply to 0.3 Mt from 
0.05 Mt in 2004-2005, with prices 


forecast to fall to $340/t from $525/t 
expected for 2004-2005. 


For soybeans, seeded area is forecast 
to increase to a record large 1.2 Mha due 
to better expected financial returns 
compared to wheat and lower input costs 
than for corn. Average yields are 
expected to return to normal and 
production is forecast to decrease to 

3.0 Mt, from the record 3.05 Mt in 2004- 
2005. Supplies are expected to 
increase. Exports are expected to 
increase to 0.9 Mt. Domestic processing 
is forecast to remain stable at a near 
record high pace because of ample 
supplies and reasonable crush margins. 
Prices are expected to decline to $205/t, 
I/S Chatham, from $230/t expected for 
2004-2005, due to lower US soybean 
prices. 


For more information 
please contact: 


Chris Beckman 
Oilseeds Analyst 
Phone: (204) 983-8467 
E-mail: beckmac@agr.gc.ca 
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